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What is 
AN OLD METER WORTH? 





© 


R/GINAL COST 





Assuming a useful life of 20 years at uniform 
depreciation, each meter drops in value 5% of its 
original price each year. But when obsolescence 
comes in, a meter may become of zero value over 
night. In fact, its use may become a liability. 
® The above illustration shows graphically how 
the 20 years’ depreciation program affects the 
book value of meters. A meter bought in 1926 
shows a book value of 75 per cent, so, if replaced, 
that unit will require a write-off of that amount. 
However, a meter bought in 1926 becomes 
an old-fashioned meter if it is required to meas- 
ure peaks above the capacity corresponding to 
its 100 per cent accuracy point on the load curve. 


It will lose money which in turn may dictate its 
immediate replacement with a modern meter... 
one that will give all the service plus 100 per cent 
accuracy even at severe overloads. 

The campaign for more-load-per-customer is 
linked with the development of residential ap- 
pliance load. In such a campaign Sangamo HC 
Meter should be used because the HCisthe correct 
meter when loads are increasing... when peaks 
are frequent... when power-factor is low. While 
loads are building, the HC will measure the peaks 
and thus, without loss of revenue, bridge the 
gap to the final load which will require a larger 


meter. 


SANGAMO 


ELECTRIC COMPANY 
SPRINGFIELD, ILLINOIS 
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Fusion Welding 


The Application of Fusion Weld- 
ing to Pressure Vessels. 


Testing Welded Construction 
Ouring Prodyction. 


Scientific Control in Welding of 
Boiler ‘Drums. 
Devel New Techniq in 


Electric Arc Welding. 





Outlook | for Welded Boiler 
Orums Brightens. 


Advocates|\ Electric Welding of 
Boilers. 


Welded Boilers. 


X-Ray Inspection of Welds in 
Pressure Vessels. 








and all main welded seams 
X-Ray tested for soundness 


This all welded boiler drum was fabricated for The Brown Paper Mill, 
Incorporated, of Munroe, Lovisiana. All, main longitudinal and cir- 
cumferential seams of this thirty-six inch diameter drum were welded 
by the new Babcock & Wilcox process and every inch of every seam 
has been examined w/e powerful X-Ray machine to provide definite 
proof of the soundness of the welds which are consistently equal to or 
better than A. S. M, E. boiler plate in tensile strength, ductility, shock 
resistance, and ability to withstand repeated applications of pressure. 

The Compony’s bulletin Fusion Welding describes in detail the 
characteristics of welds produced by this new technique and shows the 
tests employed to check the soundness of welds in finished products of 
all types. In’addition to this book, The Babcock & Wilcox Company 
will send/ without obligation, a series of articles on fusion welding 
written/by leading writers for the technical press. Simply check the 
articlés desired, sign this page and mail. 


Pending adoption of the proposed A. S. M. E. Code for 
welded boiler drums The Babcock & Wilcox Company 
offers this construction only in Non-Code States and sub- 
ject to the approval of the boiler insurance companies. 





THE 


BABCOCK & WILCOX 


85 LIBERTY ST. 


COMPANY 








Pages with the Editors 





A Bouquet of Birthday Letters from Commissioners 


With this number, Pusiic UTILITIES 
ForTNIGHTLY celebrates the 16th anniversary 
of the establishment of its publishers, 
Public Utilities Reports, Inc., in 1915; here 
follow excerpts from some of the congrat- 
ulatory letters from the state commissioners: 

* * 

“I HAVE found from personal experience 
that the most helpful and reliable official in- 
formation which comes to my desk dealing 
with problems of utility regulation and allied 
topics, including the decisions of the state 
commissions and the courts, is found in the 
Public Utilities Reports, published in con- 
junction with the Pusric Utiirres Forrt- 
NIGHTLY, the most valuable publication cover- 
ing these subjects that I know of. It lays 
before us in Tennessee, the major problems 
being worked out and decided both by the 
commissions and courts in the other forty- 
seven states of the Union, as well as the 
action being taken by the Interstate Com- 
merce Commission on these problems, and 
the opinions and citations of both state and 
Federal courts. 





DR. PHILIP CABOT 


“Those who specialize in public utility 
regulation . .. get irritable when their dog- 
mas are challenged.” 


(See Pace 719) 


“TuHrouGH the pages of this very valuable 
and accurate publication I can visualize my 
brother commissioners, either upon the bench 
or at their desks, working out and giving me 
the benefit of their study and opinions which 
are so helpful to me and my colleagues in 
Tennessee in our work. 

* * 

“I CONGRATULATE the publishers of Pustic 
Uritities FortNIGHTLY upon the high stand- 
ard of accuracy and upon their selection of 
the most important material from the broad 
field of regulation for publication. I com- 
mend the Pusiic Uritities FortNIGHTLY as 
one of the most potent factors in bringing the 
states elbow to elbow in the great work of 
regulation, and also in making our National 
Association of Railroad and Utilities Commis- 
sioners a more potential power.” 

—Harvey H. Hannah, 
Chairman, Railroad and Public Utilities 
Commission of Tennessee. 
* * 

“I CONGRATULATE you and the publishers 
upon the achievements of Pusiic UTIitiEes 
ForTNIGHTLY. Its success is a proof of the 
public’s confidence in impartial editorship. 
Propaganda is one thing—impartial discus- 
sion another. The FortNIGHTLY has become 
an open forum in which friends as well as 
critics of public regulation find a fair medium 
for the presentation of their views. I trust 
this policy will be continued.” 


—James Blaine Walker, 
Secretary, Transit Commission, New York 
* * 


“Tue New Mexico Commission desires tc 


extend its congratulations to Pusiic Urrt- 
TIES ForTNIGHTLY on the splendid work it 
has done and is doing at the present time as 
the semi-official organ of the state regulatory 
commissions—giving the state commissions an 
opportunity to present their views and place 
them not only before the other commissions, 
but before the public utilities themselves. 
May we also extend our best wishes for your 
continued success in this field, of which you 
are so highly deserving?” 


—Hugh H. Williams, 


State Corporation Commission of 
New Mexico. 


(Continued on page VIIT) 
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Better Service 
Creates Better Business 


Pneumatically controlled car doors 
make a remarkable difference in the type 
of service rendered by Electric Railways. 


They also reduce the cost of rendering 

this service. Equip your cars with Na- 

tional Pneumatic Door Control and re-~ 
vise your schedules to meet modern con- 

ditions. 


Details upon request. 








_| National Pneumatic Company 


| Chicago Graybar Bldg., New York Philadelphia 
Paris London Tokio 
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“Upon the sixteenth anniversary of the 
establishment of Public Utilities Reports and 
Pustic Urtitities FortnicHtty, 1 am glad 
to join in congratulating upon the record 
which has been achieved. . . . It is, I think, 
correct to say that no other publications of the 
country have contributed so much to a rea- 
sonable solution of these problems as Public 
Utilities Reports and Pusiic Utitities Forrt- 
NIGHTLY. I think that the policy of Pustic 
Utitities FortNIGHTLY, in recent years, in 
making its pages available as an open forum 
for the expression of views of the leaders of 
thought on all sides of the question of utility 
regulation, has increased its strength and 
popularity among the people of the country. 
I think such policy is the proper one and 
should be continued.” 

—Hugh White, 
President, Alabama Public Service 
™ * Commission. 

“I rinp Pusiic Utiities FortNIGHTLY and 
Public Utilities Reports, invaluable in the 
field of regulation which they cover. As a 
matter of fact they cover the entire field of 
regulation, including the opinions and orders 
of the courts relating to principles that have 
been and are being adjudicated in this im- 
portant field of the law. Permit me to ex- 
tend congratulations on the important work 
that you are carrying on.” 


—J. F. Shaughnessy, 

Chairman, Public Service Commission 
of Nevada. 

. + 
“I wisH to commend you for the space 
allowed in Pusitic Utiitres FortTNIGHTLY 
for the open expression of views of various 
commissioners throughout the country, all of 
which I have read with much pleasure and 
benefit. For more than fifteen years your 
publication has been in the calcium light of 
publicity, and as it has grown stronger with 
succeeding years it has served only to reveal 
more and more clearly your transcendent 
qualities of head and heart. I believe that 
you have put forth an honest effort with the 
application of the Golden Rule.” 


—J. W. McCardle, 
Chairman, Public Service Commission 
of Indiana. 
* * 

“Your publication has adopted a fine public 
policy in allowing men from every school of 
thought the widest range in which to present 
their views to the public concerning the op- 
eration and regulation of public utilities. It 
is a pity that your public is limited largely 
to those who are sincerely striving to solve 
the many difficult problems concerning the 
operation, management and regulation of pub- 
lic utilities. Mr. Shakespeare never said a 


PAGES WITH THE EDITORS (continued) 


truer thing than ‘A little learning is a dan- 
gerous thing.’ The public, including the state 
public service commissions, is now being beset 
with so many theoretical views presented by 
self-appointed custodians of the public wel- 
fare that I only wish your splendid publication 
was more widely read.” 

—Frank P. Morgan, 
Associate Commissioner, Alabama 
Public Service Commission. 

* 

“We find Pusiic Urtiities FortNiGHTLy 
very useful, prompt in its reporting and a 
real addition to the current library of the 


commission.” 
—John W. Bricker, 


Commissioner, The Public Utilities 
Commission of Ohio. 
* * 

“T CONSIDER Pusiic Utmities ForTNIGHTLY 
and Public Utilities Reports most important 
publications. I find the FortNIGHTLY 
especially serviceable not only because of its 
interesting and impartial discussion of current 
utility problems, but by reason of the fact 
that it brings to my desk, every two weeks, 
the official rulings and decisions of state 
commissions from all over the country. The 
bound volumes are indispensable as permanent 
records of public utility regulation.” 


—Richard T. Higgins, 
Chairman, Public Utilities Commission 
of Connecticut. 
* * 

“Trt would be a decided loss to governmental 
agencies as well as the business institutions, 
to be without Pusric Urmities FortNIcHTLy. 
In my opinion, it is so free from technical 
expression, and the articles are so clearly ex- 
pressed that it would be advantageous to the 
public at large if it could occupy the home 
library table together with the general list 
of published periodicals.” 

—Joseph F. Autenrieth, 

President, Board of Public Utility Com- 

missioners of New Jersey. 
* + 

“T REGARD Pustic UTILitiEs FortTNIGHTLY 
very highly. I always enjoy reading it, and 
I find its articles very helpful and instruc- 
tive. As for the Public Utilities Reports, 
they are so invaluable that I do not see how 
any regulatory commission could well get 
along without them.” 

—Harold E. West, 
Chairman, Public Service Commission 
of Maryland. 
ae. * 

“STATE regulation of the public utilities 

has made great forward strides during the 


(Continued on page X) 
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Below is « partial list of more 
weility, 


of Cities Service Company: 
Arkansas Natural Cas 
Corporation 


Crew Levick Company 

Danbury & Bethel Gas 
& Electric Light Co. 

Durham Public Service 
Company 

East Tennessee Light & 
Power Company 

The Empire District Elee- 
trie Company 

Empire Gas & Fuel 
Company (Delaware) 

Empire Oil and Refining 
Company 

Gas Service Company 

Indian Territory Mumi- 
nating Oil Company 

Kansas City Gas Co. 

The Ohio Public Service 

pany 

Public Service Company 
of Colorado 

St. Joseph Railway, Light, 
Heat & Power Co. 

Sixty Wall Street Cor- 
poration 

Spokane Gas & Fuel Co. 

The Toledo Edison 
Company 








LISTEN IN—Cities Service Radio Hour— 
FRIDAYS 8 P. M., Eastern Daylight Time— 
WEAF and 37 N. B. C, Associated Stations 





Cities Service Investors 


Of the 15,000,000 investors in the United States, 
1,000,000, or more than 642%, own securities of the 
Cities Service organization. Among them are hundreds 
of banks, insurance companies, educational and financial 
institutions. 

Dealing as they do in the mass production of the neces- 
sities of life, Cities Service Company and its subsidiaries 
have been able to earn and pay to their security holders 
hundreds of millions of dollars in interest and dividends. 
A large percentage of the organization’s million security 
holders are their customers for electric light and power, 
gas, gasolene and oil. 

Now, at today’s depressed prices, is a good ‘time to join 
the million Cities Service securities holders. Our book- 
let “Cities Service Common Stock as a Permanent In- 
vestment” will be sent upon request. 


HENRY L. DOHERTY & COMPANY 


60 Wall Street © New York City 
Branches in principal cities 





HENRY L. DOHERTY & COMPANY 
60 Wall Street, New York, N. Y. 

Please send me full information about Cities Service 
Company Common stock. 





| 
| 
| 
| 
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past sixteen years; I can think of no single 
factor that has contributed more generously 
toward that achievement than your interest- 
ing, instructive and constructive articles in 
Pusiic Utiitires FortnicHtty. You have 
kept constantly before the commisisoners the 
major problems of regulation with informa- 
tive, enlightening and helpful discussions of 
the perplexing and technical questions in- 
volved. I congratulate you on your achieve- 
ments and trust that the future may bring 
to you still greater opportunities.” 


Amos A. Betts, 


Chairman, State Corporation 
Commission of Arizona. 
Zs 





* 


“PusLic UTILITIES FortTNIGHTLY is of real 
value to the regulatory commissions and to 
the public. The articles carried in each issue 
are not only readable and entertaining, but 
are food for thought, and much benefit may 
be had by the careful reading of them.” 


—H. Lester Hooker, 


Chairman, State Corporation Commis- 
sion of Virginia. 
* * 

“Ir is surprising how frequently I find in 
going through the issues of Pustic UTmLit1Ees 
ForTNIGHTLY, references to decisions in which 
important points involved in cases pending 
before our commission has been passed upon 
by other commissions. Part of this informa- 
tion is gotten, of course, from the cases which 
are reported in full. Much of it, however, 
is found under such headings as ‘The Latest 
Utility Rulings.’ I find it necessary, there- 
fore, immediately upon receipt of the issues 
to read carefully what other commissions have 
been doing. Frequently I find it necessary 
to follow up the information gotten by writ- 
ing to the other state commissions for copies 
of their recent decisions. Our commission 
feels, therefore, for this reason, among others, 
that it is quite essential that we have copies 
of the FortnicHtty delivered to us promptly. 
I feel also that one argument in favor of 
state regulation is that because of the function 
of some forty odd commissions, and the 
publication of their acts and doing by your 
company, it is possible for each gf the com- 
missions to acquire many valuable ideas which 
would not be available to one centralized 


regulatory body.” 
—Worth Allen, 
Chairman, Public Utilities Commission 
of Colorado. 
* * 

“IN my six years of service as a member 
of the Idaho Public Utilities Commission I 
have found your publication of the very high- 
est value. Of course, it has been in constant 
use in our Offices and it is difficult to see how 


we could have carried on our work without 
this very valuable publication.” 


—Frank E. Smith, 

President, Public Utilities Commission 

of Idaho. 
* * 

“I want to take this opportunity of tell- 
ing you how interesting and helpful in our 
work Pusiic Utiities Fortnicutty is. I 
do not see how those interested in financing, 
management, and regulation of public utilities 
could well get along without it.” 


—Lewis G. Thompson, 
Secretary, Florida Railroad Commission, 
’ * 

“For twelve years I have read every issue 
of the Pustic Urimiries Fortnicutty and 
have gained a great deal of valuable knowl- 
edge and information from my study of the 
decisions printed, and articles by your con- 
tributors. I have been especially impressed 
by the fair, impartial, and painstaking manner 
in which you have discussed the various 
ramifications of public utility regulation. I 
have recommended Pusiic Utitities Fort- 
NIGHTLY to a great many of my friends 
throughout the United States who are inter- 
ested in public utility matters.” 

—Lee Dennis, 

Chairman, Railroad, Public Service, Trade 

and Irrigation C ommission of Montana, 
* 


“Ir gives me pleasure to be able to say that 
we consider your Pusiic Utimities Fort- 
NIGHTLY and Public Utilities Reports excel- 
lent publications which are of great interest 
and of much value to this commission. The 
articles in the FortTNIGHTLY are timely and 
their more important features are strikingly 


emphasized.” 
—Mason M. Patrick, 
Chairman, Public Utilities Commission 
of the District of Columbia. 
* * 


“Amonc the many publications coming to 
my desk there are none appreciated more 
than Pusric Urtizities FortnicHtty. Many 
which profess to be impartial have a decided 
leaning one way or the other, evidenced both 
in the editorial department and by the char- 
acter of the contributed articles. Pustic 
Utiities FortTNIGHTLY is, to my mind, as 
nearly impartial as it is possible to be.” 

—C. W. McDonnell, 
The Board of Railroad Commissioners 


of North Dakota. 
* * 


“WitHout Pustic UTILities FortNIGHTLY 


-and Public Utilities Reports, it would be im- 


possible for us to keep up with progress in 
(Continued on page XTI) 
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New York Steam Corporation 
Kips Bay Station 


he Kips Bay Station of the New York Steam Corpo- 
ation, bordering on the East River at 35th Street, 
as built in 1926 to take care, in part, of the heating 
oad in the Grand Central Zone and adjacent territory. 
This station, one of the first large Central Heating 
Plants to use pulverized fuel, is equipped throughout 
ith Combustion Engineering Corporation’s steam 
enerating equipment. 

The original installation consisted of three steam 
enerating units, installed in 1926. A fourth unit was 
added in 1927 to take care of the growing demands. 
To provide for this year’s increased load, includ- 


TWO HUNDRED MADISON AVENUE . 












EMPIRE STATE 
BUILDING — the world’s 
tallest structure — all the 
steam requirements are met 
by Combustion Engineering 
equipment installed at the 
Kips Bay Station. 


In the 


Heating 


ing the heating of the new Empire State Building, the 
New York Steam Corporation, on March 13, 1930, : 
placed a contract with the Combustion Engineering 
Corporation for a fifth unit similar to the four units 
already installed but to deliver 700,000 pounds of 
steam per hour, specifying that the unit should be in- 
stalled by November 15, 1930. 


On the scheduled date, November 15, 1930—eight 
months and two days after the contract was signed— 
the unit was generating steam. On December 4, 1930, 
it generated an average of 750,000 pounds of steam 
per hour over a 24-hour period. 


COMBUSTION ENGINEERING CORPORATION 


. NEW YORK 





STOKERS BOILERS 


PULVERIZED FUEL EQUIPMENT 


AIR PREHEATERS WATER COOLED FU.XNACES 
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regulation. .... You are to be congratu- 
lated particularly on your impartiality in 
opening your columns to every school and 
shede of thought in the field of public util- 
ities. Pusitic Utitirres FortNiGHTLY is a 
constructive influence in the public utility 
industry, an indispensable guide to regulatory 
commissions, and an invaluable source of 
information to lawyers and public utility 


executives.” ; 
—Milton R. Stahl, 


Chairman, Missouri Public Service 
Commission. 
* * 

“Tue members of the Illinois Commerce 
Commission congratulate the publishers of 
the Pusitc Urtmitres Fortnicutry. Its 
publication of the most important material 
in the field of regulation has aided our com- 
mission considerably. Pustic UTILITIES 
ForTNIGHTLY is serviceable, interesting and 
educational and provides an excellent me- 
dium for the expression of various views on 
utility subjects.” 


—Charles W. Hadley, 


Illinois Commerce Commission. 
* * 

“Ir is a pleasure to be in position to com- 
mend the publications Pusric Urmirties 
ForTNIGHTLY and Public Utilities Reports; 
each fills in an admirable manner a public 
need. In the work of this commission we 
have found both publications of inestimable 


value.” 
—J. J. Murphy, 
Chairman, Board of Railroad Commissioners 
of South Dakota. 
* 


Chairman, 


- 


“THE sixteenth anniversary of the Pub- 
lic Utilities Reports Annotated practically 
coincides with the sixteenth anniversary of 
the organization of the Maine commission. 
Public Utilities Reports Annotated was the 
first publcation to which this commission 
subscribed dealing with the regulation of 
public utilities; during the sixteen years that 
the publication has been coming to our desks 
we have found it very helpful to us in solv- 
ing the many problems with which we have 
been constantly confronted. The debut of 
Pustic UTIitiEs FortTNIGHTLY presented 
to the public, to the utility corporations and 
to state commissions a publication of great 
value and one which we sincerely hope will 
continue to be published.” 


—Albert J. Stearns, 


Chairman, Public Utilities Commission 
of Maine. 


* + 

“It gives me great pleasure to say that 
we find your Pusrtic Utiitres FortNIGHTLY 
very useful as a reference to public utility 
matters, and consider the publication an asset 
to our library. The articles contained there- 
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in are accurate and concise. You are to be 
congratulated on the publication of this 
valuable work.” 

—FEarle R. Ellerbe, 


The Railroad Commission of 
South Carolina. 


Chairman, 


* e 


“T READ Pusiic Urtmiries FortNicGHTLy 
with much pleasure and interest .... I be- 
lieve that a publication like yours is of 
great value to the members of the state and 
Federal commissions. The wide latitude af- 
forded by your journal to the presentation 
of the various viewpoints of our utility 
problems is bound to contribute towards the 
most. satisfactory solution of them.” 

—Francis Williams, 
Chairman, Louisiana Public Service 
Commission. 
* a 

“To have experienced the very necessary 
help afforded our work by the Public Utili- 
ties Reports and Pusric Urtmirtes Forrt- 
NIGHTLY, it is hard for me to realize just 
how we ever got along without this very 
authentic assistance. We are able to ap- 
proach our work and reach conclusions with 
confidence of having all there is in the mat- 
ter of authorities, experience and accuracy.” 


—James A. Perry, 


Georgia Public Service 
Commission. 


Chairman, 


* * 


“THE Wyoming Public Service Commis- 
sion considers that Pustic Utimirres Forrt- 
NIGHTLY and Public Utilities Reports, next 
to the United States Supreme Court Re- 
ports, are the greatest assistants we have in 
ascertaining the right course to follow in 
rendering decisions in utility cases and in 
keeping posted on the course of events rela- 
tive to such matters.” 


—F. Chatterton, 


Chairman, Public Service Commission of 
Wyoming. 


* * 


Tue leading contributors to this number of 
Pustic Utimitres FortNIGHTLY may be briefly 
identified thus: . 

Harotp BrayMAn is the Washington cor- 
respondent of the New York Evening Post; 
Dr. Puiiie Casor is professor of public utility 
management, Graduate School of Business 
Administration, Harvard University; Dr. 
Emerson P. Scumnt is assistant professor of 
economics, University of Minnesota; Henry 
C. Spurr is of the editorial staff of this maga- 
zine; Dr. Joon A. RYAN is professor of moral 
theology and industrial ethics, Catholic Uni- 
versity, Washington, D. C.; FREEMAN TILDEN 
is a magazine writer and novelist; Joun T. 
LAMBERT is a newspaperman of Boston, Mass. 

—Tue Eprrors 
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| publishing a series of editorial advertisements 


} origin and development, its contributions to 


| vertisements clarify the complexities of mod- 
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INDUSTRY.. . as interpreted in a 


series of studies published during 1930 


“THE ASTUTE investor, buying securities of magazines, newspapers and trade publica- 
for safety and income, determines the de- tions, libraries, investment dealers and banks. 
sirability of various fields for investment by A copy will gladly be sent to business execu- 
studying the basic industries ...their strength tives or to interested investors. Write for 
and weaknesses... their trends and develop- booklet PT-61. 
ments... how they may be affected by pros- “ ptnidt a 
perity or depression. 
Halsey, Stuart & Co. has just completed 














on the major fields of industry, now available 
in a single bound volume. It is full of authen- 
tic and helpful information ... presented in a 
readable and non-technical manner. 

Each of twenty-six major fields of indus- 
trial activity is analyzed on the basis of its 


progress, its present position and problems, 
and its financial aspects. These editorial ad- 


ern industrial development... they indicate 
channels of investment to provide broad diver- 
sification. 








Appearing during 1930—a year of busi- 
ness uncertainty—these editorial advertise- 
ments aimed to call attention to the inherent A LIST OF THE INDUSTRIES 


strength of the major industries. Recognition COVERED IS AS FOLLOWS: 

: ELECTRIC LIGHT AND POWER - 
of the reference value of these studies brought eee 12ers Ane Foun... 
a demand for reprints which suggested re- PACKING - COAL ~* NEWS- 
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A\mrica’s TEN BRIGHTEST 
STREETS ARE ALL UNION 
METAL EQUIPPED 


F all the well-lighted streets in Amer- 
O ica, possibly a hundred are distin- 
guished for their brightness. Con- 
sider the few which stand out even among 
the hundred. You will find that the ten 
brightest* are characterized by their fame 
as shopping centers, their attractiveness 
and their safety. Still another similarity 
is evident. Each of these ten streets is 
lined with Union Metal or King Ferronite 
Standards. 


Main Street, Buffalo, is a typical example. 
There, a recent installation of 28-foot 
Union Metal Standards replaced a forest 
of posts and poles. The new fluted steel 
standards carry trolley span wires, traffic 
signals and police signals in addition to 
the G-E Novalux units. The curb-line is 
neat, attractive. Pavements and sidewalks 
are flooded with lighti—more than 1,000 
lumens for every lineal foot of the street. 


Is it not significant that Buffalo, and each 
of the other cities boasting one of the ten 
brightest sireets, selected Union Metal 
equipment for their finest thoroughfares? 


Your city, too, can secure the same out- 
standing type of installation through 
Union Metal. 





*Rated by lumens per lineal foot of street. From figures published in 


AMERICAN CITY, March, 1931. 


SALES OFFICES: New York, Chicago, Boston, Los 


Angeles, San Francisco, Seattle, Dallas, Atlanta 
DISTRIBUTORS: Graybar Electric Co., Inc., General Elec. 


Merchandise Distributors 


ABROAD: Canadian General Electric Co., International 
General Electrie Co., Inc. 





The new Union Metal lighting installa- 
e tion on Main Street, Buffalo, makes @ 
this one of America’s ten brightest 
thoroughfares. 
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Reminders of 
Coming Events 
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Transatlantic travel assumed less hazardous aspects when the first lake steamer suc- 


cessfully crossed the ocean without mishap; 1891. 





F 


JOHN A. ROEBLING, who made it possible to travel by street car from New York 
to Brooklyn by building the Brooklyn Bridge, was born in Prussia; 1806, 








News was flashed to the United States of the formal opening to the public of the 


first railroad line in Japan; 1872. 





-ed the oil lamps, heretofore employed for illuminating railroad 





Electric lights first replz 
trains, in the passenger coaches of the “‘Pennsylvania Limited,” 1887. 





The Pennsylvania Railroad initiated its first 20-hour service between New York es 


and Chicago with its ‘‘Pennsylvania Special’; 1902, 





ALVIN ADAMS, destined to create the great express company that still bears his 


name, was born in Andover, Vermont; 1804, 





Ground was broken at Baltimore for the building of the first American railroad 


which JOHN STEVENS prophesied sixteen years earlier; 1828, 





1s 





The New York Central, in anticipation of a new era in train control, completed its 


first successful tests with a radio directed train; 1926, 





19 


WILLIAM V. WEBER, a farmer watch repairer who invented the ticket-punch that 
is now in general use on all transportation lines, died in England; 1830, 





20 


PHILIP LEBON, a Frenchman, obtained a patent on his invention for making 


illuminating gas out of wood; 1799, 








The railroad reached a new high point of safety of passenger transportation when the 
first steel passenger coach was turned out by the Pennsylvania Railroad; 1906, 








Denver and Cheyenne were first linked in electrical communication when the s) 


Denver Pacific Railway and Telegraph Co. connected those cities; 1870. 





23 


Tz 


An Englishman, while trying to effect telegraphic communication from a moving train, 


first conceived the idea of the overhead trolley wire; 1855. 





W 


The unusual reliance on radio was officially recognized when Congress required sects 
on all vessels carrying 50 or more passengers for a distance of 200 miles or more; 1918. 





“Man is not the creature of circumstances. Circumstances 
are the creatures of men.” 
—DIsRAELI 
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The New Age of Electricity 


“Progress is the law of life.” 
—Rosertr BROWNING 
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The Anti-Utility Group 
in the Coming Senate 


By HAROLD BRAYMAN 


, | SHE cry of “power,” when 
shouted in the United States 
Senate, is like the whistle of 

Roderick Dhu. In response to one 
small shout a band of twenty Sena- 
tors springs into being; when repeat- 
ed three times at the top of one’s 
lung capacity, from twenty-five to 
thirty-five more come in from the 
deeper vales and form a group which, 
at its maximum, is a comfortable ma- 
jority. 

Although “power” is the key signal 
for the assembling of this group, they 
can be called together on almost any 
move that involves opposition to 
utility companies of any kind—trac- 
tion companies, railroads (especially 
where valuation is concerned), radio, 
telephone, whatnot. But since elec- 
tric power companies are more in the 


public eye and oftener on the front 
pages they have become the shining 
symbol. 

Not by any means are all of these 
Senators committed to the principle 
of public ownership of utilities. In 
fact very few of them go beyond a 
contention that there should be strict- 
er supervision of rates and valuations 
as well as more drastic limitation of 
profits. 

But whatever their basic theory of 
the economics of public utilities, or 
the reasons for it, they form together 
a distinct anti-utility group, in which 
individuals vary in their ultimate ob- 
jects all the way from an honest and 
quite sincere belief in public owner- 
ship to an equally vigorous belief 
that some public utility magnate in a 
home state should have supported the 
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particular individual instead of his 
opponent. 


6 ion nucleus of this anti-utility 
group is a little group of twenty 
or so who respond to the first small 
shout. In addition, there is a larger 
number who are on the fringes, whose 
opposition to the utility interests is 
less dependable, who are one way on 
one vote and another way on another 
vote, whose attitude on most utility 
matters cannot be predicted in ad- 
vance, although it is from them that 
the votes are obtained to transform a 
minority into a majority on those oc- 
casions when it becomes a majority. 

The smaller group of fairly con- 
stant anti-utility Senators is a strange 
conglomeration. It includes some of 
the biggest and some of the smallest 
men in the Senate, some of the most 
sincere and some of the most insin- 
cere, some of the ablest men who are 
members of that august club and some 
of the weakest, wildest, and most ir- 
responsible. 


| jeune and foremost in any discus- 
sion of the group in the Senate 
which is trying to bring about stricter 
utility regulation must come George 
W. Norris of Nebraska. He is the 
man whom every one of them would 
acknowledge as leader, except possi- 
bly Borah, who acknowledges no 
leader. He is the man who has made 
the long fight on Muscle Shoals—to 
settle which a strong attempt was 
made at the last session. Every two 
or three weeks he rises in his seat to 
attack the “power trust.” He gath- 
ers and puts into the Congressional 
Record most of the information on 
which the others base their speeches. 
His obvious sincerity and dogged 


perseverance impress others and spur 
them on. In nine cases out of ten 
he is the Roderick Dhu who blows 
the summoning whistle. If he is not 
the leader, there is no leader. 

Those who agree with him, and 
most of those who do not, recognize 
alike his complete political sincerity 
and honesty. The motives of the 
politician which so often direct others 
are utterly absent in Norris. He is 
not ambitious to be President; he 
knows he could never be nominat- 
ed. He is not even ambitious to con- 
tinue in the Senate. He works hard, 
evades social events, and does not 
find his job a round of pleasure. In 
fact, in 1924 he tried to avoid re- 
nomination and reélection, and his 
presence in the Senate from 1924 to 
1930 was due directly to the trick of 
a Washington correspondent, and the 
determination of his followers in 
Nebraska. 

Norris had decided not to run 
again but his supporters in Nebraska 
circulated a petition and before he 
knew it his name was thrown into the 
primary. Much pressure was brought 
upon him not to withdraw. He 
hesitated until the arrival of the 
last day on which he could remove 
his name from the ballot. Then he 
wrote his telegram of declination. 
A Washington correspondent in the 
outer office at the time called back the 
telegraph boy from the hall, told him 
the telegram was not to go, took it 
and pocketed it. Norris for months 
afterward could not understand why 
the telegram had failed to arrive. 
He refused to make any campaign 
and publicly asked people not to vote 
for him. Nevertheless he won in the 
primary, was persuaded to stand in 
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the election and was again elected to 
public office. 


o one, so far as I have heard, 

has ever accused Senator Nor- 
ris of allowing political expediency 
to determine the public positions he 
would take. Certainly if it has been 
a determining factor he made a terri- 
ble mistake of judgment when in 
1917 he voted against the war, and 
in 1928 he decided to support Alfred 
E. Smith, wet (Catholic), and domi- 
nant in Tammany, in the dry 
(Protestant) and Tammany-suspect- 
ing state of Nebraska. 

Nevertheless, when Senator Norris 
has decided what he will support he 
has at his command and uses freely 
all the political and parliamentary 
legerdemain to advance the cause 
which he believes to be right and to 
force others into a position where 
they will be compelled to support him 
despite their reluctance. 

It was he who sounded the clarion 
call against the confirmation of 
Charles Evans Hughes a year ago 
because he thought Mr. Hughes was 
too close to the big corporations. 
The afternoon he made that speech 
he had no more than four votes 
against confirmation in the entire 
chamber. Did he speak intemperate- 
ly of the great lawyer and stir imme- 


diate indignation? He did not. He 
paid him every tribute, even the trib- 
ute that all but two or three in the 
Senate would vote for his confirma- 
tion. For himself, he could not. He 
thought Mr. Hughes lacked the hu- 
man touch, the understanding of 
those who toil, that should exist upon 
the Supreme Bench. Reluctantly he 
had to vote no, but he would not ob- 
ject to unanimous consent for imme- 
diate consideration. An ally did 
however, and the next day five or six 
Senators had been won over to carry 
on the debate on the floor. Then 
every agency at the command of 
Norris and his colleagues was called 
into play to build up sentiment 
against the President’s nominee. 
Even the Caraway lobby committee 
put witnesses on the stand to testify 
that Mr. Hughes had drawn the pro- 
posed Muscle Shoals lease for a lucra- 
tive fee. With every day’s delay new 
votes were won until the opposition 
mounted to fifteen, twenty, twenty- 
five, thirty, thirty-five. The country 
was astonished that such strength 
could be built up against a man of 
such personal prestige. Norris held 
back his best speakers until he found 
some waverers and then threw into 
the debate the burning eloquence of 
Borah, the cold logic of Walsh of 
Montana. 


of this anti-utility group, they can be called together on 


q “ALTHOUGH ‘power’ is the key signal for the assembling 


almost any move that involves opposition to utility com- 
panies of any kind—traction companies, railroads (espe- 
cially where valuation is concerned), radio, telephone, 


whatnot. 


But since electric power companies are more in 


the public eye and oftener on the front pages they have 


become the shining symbol.” 
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It was a perfectly played battle and 
it came nearer being successful than 
many people realized when they read 
that the final vote was fifty-two to 
twenty-six. Few realized that, count- 
ing pairs, forty-one members of the 
Senate voted on one of the three crit- 
ical votes against Mr. Hughes, sev- 
eral dropping out on the final vote 
when they saw that defeat of the 
nomination was hopeless. 

This parliamentary skill comes 
from long years of fighting in the 
Senate and in the House. Norris 
stepped into the lower body in the 
days of “Uncle Joe” and was a lead- 
ing figure in the fight against Can- 
nonism. Since then he has always 
fought, and frequently suffered keen- 
ly for his views, particularly when he 
voted against American entry into 
the World War. Now almost sev- 
enty, the fires of conflict still blaze 
within him, and even though many in 
the Senate disagree with every eco- 
nomic view he holds, there is no man 
in the 96 more respected. 


uT if there is an honest, capable, 

and sincere George Norris at 
the head of the anti-utility group in 
the Senate there are among the pri- 
vates in that band the bombastic 
Blaine, the erratic and loose-talking 
Brookhart, the wasp-tongued Cara- 
way who stings those who are unable 
to sting him back but quailed before 
Bishop Cannon, the ungoverned 
Wheeler, the wild-talking McKellar, 
and the ludicrous Tom Heflin, beat- 
ing his tom-tom alternately against 
the Catholic church, the utility com- 
panies, the New York Stock Ex- 
change, and the Alabama Democratic 
organization. 


B" quite unlike this group, how- 
ever, are the three principal al- 
lies of Senator Norris—Borah, La- 
Follette, and Walsh of Montana. 

In respect to these three, as with 
Norris, one may disagree with their 
conclusion but he cannot fail to re- 
spect their abilities to state them and 
support them. 

Borah is the most spectacular and 
influential of this group; Walsh the 
most reasoning and temperate; La- 
Follette the most vigorous and fear- 
less. 

In fact it is in the youthful son of 
“Old Bob” that Senator Norris takes 
almost fatherly delight. His has 
been an amazing career. He is now 
only thirty-six and is still the young- 
est man in the Senate, although he 
has been there for six years. During 
the years after his graduation from 
the University of Wisconsin he was 
closer to his father than any other 
individual and absorbed his philoso- 
phy completely, but in his political 
maneuvering he shows already great- 
er skill if not so much tenacity. He 
knows how to compromise on smaller 
things to attain the larger ends. He 
speaks in the Senate with an elo- 
quence that is not frequently sur- 
passed. [I still remember his speech 
before the Republican National Con- 
vention in Kansas City in 1928 when 
he presented the minority report from 
the platform committee and drove 
that Republican audience into wild 
cheers, although comparatively few 
of them believed in the platform 
planks he was advocating. 

Though only thirty-six, La Follette 
is no novice in politics. At twenty- 
four he became his father’s secre- 
tary and remained in that capacity 
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Where the Senatorial Votes against the Utility 
Companies Originate 


ee ivy: nucleus of this anti-utility group is 
a little g group of twenty or so. 

In addition, there is a larger number who are 
on the fringes, whose opposition to the utility 


interests 1s less dependable 


titude on most utility matters cannot be pre- 
dicted in advance, although it is from them 
that the votes are obtained to transform a 
minority into a majority on those occasions 


when it becomes a majority.” 


whose at- 








until the elder La Follette’s death in 
1925. At twenty-five he became 
chairman of the Republican state 
committee of Wisconsin and _ re- 
mained in that capacity for four 
years. At twenty-eight he became 
vice chairman of the Progressive 
National Executive committee and 
took an active part in his father’s 
campaign for President. At thirty 
he was elected a United States Sena- 
tor. He has the capacity and the in- 
dustry to be one day a powerful figure 
in the Senate. His anti-utility atti- 
tude is inherent and sincere. He was 
brought up to it from childhood by 
his father; it is as natural as it is for 
the La Follette family to run Wis- 
consin. 


N Walsh of Montana the anti- 

utility group has its most logical 
and reasoning lawyer. Walsh has a 
mind that is like that attributed to 
Thoreau by James Russell Lowell, 
“cold and wintry in its purity.” Cer- 
tainly it has proven to be wintry to 
many a witness that the Senator from 
Montana has examined. There was 


no warmth in it that day during the 
oil investigation when Walsh’s old 
friend, Edward L. Doheny, was dis- 
covered as the owner of the “little 
black bag” contdining $100,000 in 
cash that was delivered to Secretary 
of the Interior, Albert B. Fall. For 
hours Walsh cross-examined Do- 
heny relentlessly and drew from him 
the full story—a tale which appeared 
to be ruinous in its consequences. 
Then he went back to his hotel and 
wept. 

It was also a cold and wintry mind 
when Mr. Walsh had Bishop Cannon 
on the witness stand before the Lobby 
committee last year. While Caraway 
slipped away to Arkansas to fulfill 
very important speaking engage- 
ments, Walsh bore the brunt of the 
examination, aided only by the eager 
but not too keen Blaine. He was un- 
der tremendous pressure from Metho- 
dist sources and faced a hard cam- 
paign in the fall for reélection, but 
it was he and Blaine who insisted on 
making the Bishop answer and would 
have done so if they could have ob- 
tained support from Borah, Caraway, 
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and Robinson of Indiana, the other 
three committee members. 

Walsh, less talkative than the rest, 
and always low voiced, gracious, and 
polite, is one of the most implacable 
of the antipower Senators. It was 
he who led the fight in the Senate for 
the reconsideration of the confirma- 
tion of George Otis Smith as chair- 
man of the Federal Power Commis- 
sion, who brought about the rejection 
of the nomination on reconsideration, 
and the initiation of a fight in the 
courts to test the legality of his con- 
tinuance in office. 


A now we come to Borah, the 
most influential individual in 
the Senate. Of all the ninety-six 
there is none so eloquent, or so diffi- 
cult to encounter in debate, as any 
number of Senators will testify who 
have tried to heckle him. Only a 
short while ago when he was making 
that 7-minute speech on drought relief 
appropriations that made half the 
Senate break all the rules and prece- 
dents by standing up and applauding, 
a Republican regular interrupted him 
with a critical question. Borah shot 
back a stinging and personal answer, 
but one not entirely relevant. 

“But the question I asked—’ fal- 
tered the antagonist. 

“Yes, and you got an answer,” 
snapped back Borah as his bold eyes 
raked the galleries. 

The shaggy-maned Idaho Senator 
has not met his match since the fiery 
James A. Reed left the Senate. His 
prowess as a speaker always attracts 
a full gallery when it is known he is 
to take the floor, and conversely Mr. 
Borah’s sense of the dramatic fre- 
quently makes him wait until the last 


hour before an important vote, when 
the galleries are filled, to seek recog- 
nition. 

There are few men in the Senate 
who have been there longer than 
Borah. He began his fifth 6-year 
term on March 4th. Yet his name 
is attached to little legislation. His 
role is largely to select from the pro- 
posals of others that which appeals 
most to him and then by his influence 
and his eloquence force it through. 
More often though his voice is raised 
in opposition than in support. In 
1928 he was the most effective force 
in the campaign for Herbert Hoover 
—imuch more effective than Mr. 
Hoover himself or even than Charles 
Evans Hughes. It was he who made 
Mr. Hoover promise the special ses- 
sion of 1929 for farm relief and 
tariff revision, and he who deterred 
the new President from postponing 
the call indefinitely. 

However, within a few months 
after Hoover’s election Borah was his 
most effective critic and the sorest 
thorn in his side. Within the last 
year he has made dozens of ‘speeches 
that must have made Mr. Hoover's 
ears burn in the White House a mile 
away. Yet most of his colleagues 
expect that when 1932 comes along 
and the President is renominated, the 
Senator from Idaho will be support- 
ing him, even though it be only 
tacitly. 


nN in importance come Couz- 
ens of Michigan and Hiram 
Johnson of California. Mr. Couzens 
is one of the wealthiest men in the 
Senate, but he is chairman of the In- 
terstate Commerce committee and as 
such he handles and drafts much util- 
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ity legislation. He made his money 
as a partner of Henry Ford. He 
went into the automobile business in 
1903 when automobiles were still a 
curiosity at the county fairs, and 
years later sold out his interest to 
Ford for millions and millions—so 
many millions in fact that he fought 
a long battle with Andrew W. Mel- 
lon in the courts involving taxes 
totaling several millions. The Su- 
preme Court finally decided in his 
favor. Despite all his wealth his 
viewpoint on utility matters is much 
the same as that of the “sons of the 
wild jackass,’ as Senator Moses once 
labelled the insurgents who came in 
most instances from humble back- 
grounds, 

Couzens is one of two men in the 
Senate who can never become ambi- 
tious for the presidency ; he was born 
in Canada and is thus disqualified. 
After striking gold with Henry Ford, 
he became prominent in banking, but 
upon severing his connection with 
the father of flivvers he became com- 
missioner of street railways for the 
city of Detroit. Later he was police 
commissioner, then mayor, then 
Senator by appointment as successor 
to Truman H. Newberry, who was 
denied a seat because he spent 
$190,000 in his campaign, a modest 
sum compared to more recent expen- 
ditures. He was reélected in 1930 
by a large majority. Now, in the 
Senate, he is neither regular nor ir- 


regular. The Republican organiza- 
tion never knows when to count upon 
him and he frequently surprises them 
with his vote as he did on reconsid- 
ering the nomination of George Otis 
Smith. Though all the rest of the 
anti-utility Senators voted for recon- 
sideration, Senator Couzens did not, 
and he explained his vote on the 
ground that while he would be the 
first to criticise the power commis- 
sioners for any laxity, he could not 
dispute their right to choose their 
own employees. 


a his complete independence of 
thought, Senator Couzens is 
strangely like Hiram Johnson, proba- 
bly the most disappointed and frus- 
trated man who sits in the Senate. 

Twenty years ago Johnson was 
governor of California and the po- 
litical boss of his state. In 1912 he 
became a Bull Mooser and accepted 
the vice presidential nomination with 
Roosevelt. That bolt from party 
regularity probably cost him the 
presidential nomination in 1916. 
Charles Evans Hughes came to Cali- 
fornia on his campaign, but either 
pride or bad advice kept him from 
sending for Johnson. It was his loss 
of that state by the margin of a hair 
that cost him the presidency. With 
Johnson’s help he could unquestiona- 
bly have carried it. 

Then in 1920, after it had been 


agreed to nominate Warren Harding, 


“Not by any means are all of these Senators committed 


to the principle of public ownership of utilities. 


In fact, 


very few of them go beyond a contention that there should 
be stricter supervision of rates and valuations as well as 
more drastic limitation of profits.” 
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Walter Brown (now Postmaster Gen- 
eral), was one of a group that went 
to Johnson’s hotel room and offered 
him the vice presidential nomination. 
Angry and truculent, now that his 
last chance was slipping away, he 
turned upon them abruptly and told 
them to sing their siren song else- 
where. 

They sang it to Calvin Coolidge. 

Not only did he fail to achieve the 
presidency himself after being so 
often so near it, but if he had a polit- 
ical enemy in California it was Her- 
bert Hoover. On top of all his disap- 
pointments he saw Mr. Hoover finally 
obtain the high honor he had hoped 
for. What he thinks, now that the 
Hoover popularity has followed the 
trend of the stock market, he keeps 
strictly to himself, but there often 
comes a twinkle of deviltry in his eye 
as he sits in the Senate—the expres- 
sion of one who has lost passion and 
acquired philosophy. 


B" in all this discussion of insur- 
gent Republicans, Democrats are 
being neglected. There is, for ex- 
ample, Tom Heflin with his cream- 
colored vest, his peculiar black tie, his 
old-fashioned watch fob. Ah, there 
is an opponent of the utilities—par- 
ticularly of them that do not support 
him! But after his campaign was 
over he stood in the Senate last Janu- 
ary 27th and pleaded in an almost 
tearful voice as follows: 

Mr. Hertin. My attitude may seem 
strange to some people in Alabama who 
know that the Alabama Power Company 
fought me along with my colleague [Mr. 
Black]; they were on the same side in the 
campaign made against me in Alabama, 
and here I am trying to keep their prop- 
erty from being confiscated. 


Mr. Brack. Mr. President—— 
THE Vice PresipENtT. Does the senior 


Senator from Alabama yield to his col- 
league? 

Mr. Heriin. I yield to my colleague. 

Mr. Brack. I should like to ask the 
Senator which official of the Alabama 
Power Company publicly said he was 
against Senator Heflin. 

Mr. Hertin. All of them were against 
me. 

Mr. Brack. Which one of them said it 
publicly ? 

Mr. Hertin. I do not know that any 
one of them said it publicly. They did not 
announce it publicly. [Laughter.] 


Mr. Brack. That is correct; they do 
not. 
Mr. Herrin. Many of the Senator’s 


associates in that campaign were not work- 
ing publicly. They were right along by 
the Senator’s side, though, supporting his 
candidate, Mr. Bankhead, and here I am 
alone, so far as Alabama is concerned, in 
a fight to keep their property from being 
confiscated. [Laughter.] 


NE recalls the colloquy between 

him and John Sharp Williams 
in preprohibition days. Heflin, red 
in the face, was shouting at the top 
of his lungs about something when 
Senator Williams entered and sat 
down directly in front of him. 

Leaning over to a colleague Sena- 
tor Williams pretended to whisper 
but said in a quite audible tone: 

“Let no cricket peep while the 
Senator from Alabama is talking.” 

Heflin turned upon him in rage and 
roared: 

“When the Senator from Alabama 
talks he is at least in the possession 
of all his faculties.” 

“T don’t see that it makes much 
difference,” retorted John Sharp. 

But when the next Senate meets 
Mr. Heflin will be there only as a 
contestant for a seat, out of which 
he claims to have been defrauded. 
He will no longer be able to refer to 
“those squirrel-heads up in the press 
gallery” at whom he glares every time 
they sit and laugh, instead of follow- 
ing the example of his more polite 
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The Strange Senatorial Bedfellows 
Made by Politics 


“oe smaller group of fairly constant 
anti-utility Senators is a strange con- 
glomeration. It includes some of the big- 
gest and. some of the smallest men in the 
Senate, some of the most sincere and some 
of the most insincere, some of the ablest 
men who are members of that august club 
and some of the weakest, wildest, and most 


irresponsible.” 











colleagues on the floor who simply 
walk out for a smoke in the cloak- 
rooms. 

However much Mr. Heflin may 
veer about on utility questions, as the 
exigencies of the situation demand, 
his colleague Hugo Black, though 
supporting Heflin’s opponent along 
with the Alabama Power Company in 
1930, never forgets while he is on the 
Senate floor that he is against the 
utilities in general. He is one of the 
leaders on the Democratic side of the 
efforts to have Muscle Shoals oper- 
ated under government ownership. 
He is one of the most vociferous of 
those advocates. He will rise on the 
slighest provocation and make a long 
extemporaneous speech on _ utility 
questions. He never needs notes or 
prepared material. His head is full 
of things to say. The only distinc- 
tions he claims for himself in his 
biographical sketch in the Congres- 
sional Record is that he was born in 
Clay county, Alabama, was graduated 
from the University of Alabama, 
that he is a lawyer, was a captain in 
the army, is married, and was elected 
to the Senate. He entered the Senate 


at forty; is only forty-four now, and 
some of his colleagues think they 
recognize in him an alertness that pre- 
dicts parliamentary success. 


ge right next to Black is Dill, 
a former school teacher in Iowa 
and the state of Washington, who 
took up law, went to Congress until 
he was defeated, and then ran for the 
Senate successfully. 

Senator Dill is strongly anti-utility, 
but his specialty is radio. It is that 
which interests him most and on 
which he can talk longest, though not 
any longer than many of his col- 
leagues on their favorite subjects. 


wo seats distant sits Wheeler of 

Montana, the vice presidential 
candidate on the progressive ticket of 
1924 with the late Robert M. La Fol- © 
lette, father of the present Senator. 
It was from La Follette that he ob- 
tained much of his national political 
training and most of his viewpoints. 
He began wrestling with the cold 
world as a stenographer in Boston. 
Then he went to the University of 
Michigan and decided to follow the 
advice of earlier generations and “go 
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West, young man.’”’ He went as far 
as the dirty, sooty mining town of 
Butte, Montana, a few miles, by the 
winding railroad past the Anaconda 
Copper mines, from the Great Divide. 
There he opened his law office, be- 
came United States Attorney for 
Montana during Wilson’s administra- 
tion, and embarked upon a political 
career so stormy that it once led to 
his indictment. The indictment was 
eventually dismissed and Wheeler 
charged that it was all a plot of his 
political enemies. 

Now, in the Senate, he talks less 
often than many but when he speaks, 
cultivates a reckless air with lan- 
guage. He has frequently sponsored 
resolutions and bills extremely em- 
barrassing to his colleagues, as, for 
example, a year ago when he backed 
the resolution for a senatorial inves- 
tigation of prohibition enforcement. 
He knows no fear and he would prob- 
ably have loved the job of doing the 
investigating. 


N” far from Wheeler in the lit- 
tle Democratic group in the 
Senate sits Trammell of Florida who 
got his learning at little Cumberland 
University, Lebanon, Tennessee, and 
qualified for the Senate by acting as 
traveling salesman, owner and editor 
of a newspaper, and a fruit-grower. 
He entered politics as mayor of Lake- 
land, Florida, became attorney gen- 
eral of the state, and afterwards gov- 
ernor. 


I* McKellar of Tennessee, the anti- 
utility group has another ready 
tongue. A smiling, cheerful bache- 
lor, McKellar is pleasant company, 
but he attacks without mercy when 
other individuals are against him. Or 


perhaps one should say with mercy, 
for sometimes he goes so far into the 
realms of hyperbole as to be more 
ridiculous than effective. At other 
times he is a valuable ally. For one 
thing he is always ready to hold the 
floor for one to three hours while 
the negotiations go on in the cloak- 
rooms or while others dig up the ma- 
terial on which to make effective ar- 
guments. He is a resolution writer, 
like Wheeler, and probably as many 
bear his name as that of any Sena- 
tor. They vary from the sublime to 
the ridiculous, just as their author 
does. 


ed one new anti-utility Senator 
of importance comes into the 
new Congress, so far as the view- 
points of the newcomers are known. 
That is Edward P. Costigan of Col- 
orado, a Democrat who won in a state 
usually Republican. 

Senator Costigan is regarded as a 
man of ability, but his views are en- 
tirely with the progressive group in 
his party. He, too, was a Bull 
Mooser in 1912 and is known in 
Washington because of the years he 
spent as a tariff commissioner. 


MONG the other Democrats only 
one needs to be mentioned— 
Caraway of Arkansas. 

Unlike his colleague, Robinson, 
whose law firm handles important 
corporation business, Caraway’s 
whole background tends to make him 
radical. He went through vicissi- 
tudes in. his youth, during the recon- 
struction days, and he still holds an 
irrepressible suspicion of Republi- 
cans, men of wealth and of witnesses. 

He slides into the chamber, hands 
in his pockets, somewhat stooped, 
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looking all ways out of the corners 
of his eyes, slips in a devastating 
question if some opponent is speak- 
ing, and slips out to the cloakroom 
gossip again. Let a Republican op- 
pose him and he knows no limits of 
sarcasm, invective and vituperation. 
His temper sometimes gets beyond his 
control and when it does he is hum- 
ble and apologetic afterwards. Only 
recently he gave us the spectacle of 
a member of the dignified Senate call- 
ing a member of the House three 
times on the telephone to tell him to 
repeat in his presence some statements 
made on the floor of the House. 
Such bravery and audacity as he 
shows when his opponents are unable 
to meet him on equal footing are not 
surpassed in the Senate. To hear him 
question timid witnesses during his 
personally conducted lobby inquiry, 
one would have thought all witnesses 
were by nature evaders or worse. 
But when the committee was forced 
to put Bishop Cannon on the stand, 
Caraway was strangely absent until 
newspaper comment brought him 
hurrying back. Then for the first 
time during the session-long inquiry, 
did he discover that the powers of his 
committee were not all-inclusive. 
Doubtless the Methodist population 
of Arkansas thought they were not 
either. At any rate Caraway voted to 
let the good Bishop go his way with- 
out compelling him to answer any 


of the questions he did not want to 
answer. 


| hy this respect Senator Caraway 
differs from Nye, chairman of the 
Campaign Expenditures Committee, 
who has encountered no witnesses he 
failed to question to the best of his 
ability. Sometimes observers thought 
he overlooked possibilities, and failed 
to pursue questions to the deeply im- 
bedded nuggets of information that 
he was seeking, but he tried. 

Mr. Nye, though himself seated 
when he first. came to the Senate by 
the narrow margin of forty-one to 
thirty-nine on a question of the right 
of the governor to appoint, has been 
repeatedly charged during the last 
year with using his committee for 
political purposes to embarrass candi- 
dates who were supporting the ad- 
ministration. 

Like several of the other Progres- 
sives, Senator Nye goes storming out 
against the Republicans—until presi- 
dential years approach. Then he 
comes back to the fold. In 1928 he 
was one of the bitterest opponents of 
Hoover at Kansas City, yet a few 
months later, after being visited by 
prominent regulars, he came out for 
the Republican candidate. In this, 
however, he was no more inconsistent 
than most of the other progressives. 
Norris alone went for Smith, and 
LaFollette and one or two others 


“First and foremost in any discussion of the group in the 
Senate which is trying to bring about stricter utility regu- 
lation must come George W. Norris of Nebraska. ‘ 
No one, so far as I have heard, has ever accused Senator 
Norris of allowing political expediency to determine the 
public positions he would take.” 
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took no position in the matter. 

The North Dakota Senator is a 
former country editor from the 
plains. He knows his farmers, but 
on the floor he does not allow his 
youthful appearance to hold him back 
from occasional drastic talk. Sounder 
than some, it is true, he has never 
achieved weight in the Senate because 
of his tendencies to gather steam as 
he goes on without very much regard 
to the restraining action of a gover- 
nor. 


|. gromepnay and Blaine are like 
him in that respect. Both lack 
finesse in achieving their ends, al- 
though they know where they are try- 
ing to go. Both have plenty of cour- 
age too. The former came to a con- 
tested seat in the Senate and was 
ejected. He went back to Iowa, wait- 
ed two years, until Senator Cummins 
came up for reélection, and despite 
his prestige, entered the primary 
against him. Strangely he won and 
was elected, that time without con- 
test. Blaine, too, had his difficulties. 
He practically forced the La Follette 
family to permit him to run for the 
Senate. Orice having attempted that, 
if he had failed it would have been 
political death. 

Neither Brookhart nor Blaine have 
standing in the Senate, the former 
because of his uncouth ways and his 


theory that he must live up to his full 
name—Smith Wildman Brookhart— 
is only a butt of laughter most of the 
time. He rarely makes a speech that 
he fails to make some statements so 
absurd as to prejudice his hearers 
against everything else he says. The 
same is true of Blaine. 

Both Brookhart and Blaine are use- 
ful. in a fight, because they never 
know when they are beaten. They 
will take punishment like trained 
prize fighters. They care little what 
they say about others or what others 
say about them. Some of the Pro- 
gressives believe that this pair has 
done more to discredit the things they 
stand for than anything else. There is 
never an argument but what one or 
both are in it. Their names always 
appear, and Brookhart’s, particularly, 
is damaging to any position, among 
many people, ever since he blatantly 
told how liquor was served by the 
host, in violation of the law, at a party 
where he was a guest. Then just to 
show his rugged, insensitive nature, 
a few days later he stood up in the 
Senate and read a letter he had re- 
ceived from a Bostonian calling him 
a “polecat.” 

Of such qualities are fighters made. 
Whether he aids his cause or not, 
Brookhart is always in the thick of 
the fight, and he always emerges with 
gore on his hands. 





The Fate of Bills to Forbid Merchandising 
by Utilities 


ig ihe legislative year of 1931, bills designed to prohibit public 
utility companies from selling merchandise were considered in 
Oklahoma, Kansas, Nebraska, Nevada, California, Missouri, Penn- 
sylvania, Texas, and Indiana. Such bills were finally enacted in Okla- 
homa and Kansas; defeated in Nebraska and Nevada, and are still 
pending in the other state legislatures. 
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Four Fallacious Dogmas 
of Utility Regulation 


Is classic economic theory a safe guide to the solution 


of present-day problems? One school answers “no 


”, 
’ 


the other school answers “yes.”’ In the following arti- 
cle the author analyses these two conflicting and basic 
points of view in the light of recent events. 


By PHILIP CABOT 
PROFESSOR OF PUBLIC UTILITY MANAGEMENT, 
GRADUATE SCHOOL OF BUSINESS ADMINISTRATION, 
HARVARD UNIVERSITY 


, \HERE are two points of view 
from which the report of the 
New York State Commission 

on Revision of the Public Service 

Commissions Law may be considered: 

first, as a political document designed 

to assist the legislature in the solution 
of a problem; and, second, as a hu- 
man document illustrating the mental 
attitude of men of a certain class at 

a particular time in history. 

As a political document it has al- 
ready been so thoroughly discussed 
that little can now be added. But the 
human aspects of it seem to have 
escaped comment, and as these are 
highly interesting to me I propose to 
discuss them here. Those who criti- 
cize the opinions of othérs, however, 
do well to remember the saying 

“And why beholdest thou the mote that 


is in thy brother’s eye but considerest not 
the beam that is in thine own eye? Thou 


hypocrite, first cast out the beam out of 
thine own eye; and then shalt thou see 
clearly to cast out the mote out of thy 
brother’s eye.” 


There is nothing more profoundly 
true. Each of us is blinded by his 
own prejudices, and few men have 
reached years of discretion without 
being shocked by the areas of life 
devastated by their own prejudices. 
But such moments of illumination are 
rare; our prejudices commonly out- 
live us, and all that we can do is to 
walk humbly under the burden of 
them and when we note the mote in 
our brother’s eye remember the beam 
in our own. 


| considering this report we as- 
sume, of course, that the men who 
made it intended to be impartial and 
judicial, but we need not forget that 
they are human. They have certain 
fundamental convictions which color, 
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or even control, their judgment and 
which those who differ from them see 
as motes which obstruct vision. The 
ancients, for example, believed that 
the earth was flat and that the sun 
and stars moved around it, and the 
religious beliefs of our Puritan an- 
cestors are mere prejudices to us. At 
all times convictions or prejudices of 
this sort exist and form a level below 
which, for most persons, polite dis- 
cussion does not go; the thing simply 
is not done in good society. But oc- 
casionally an inquiring mind refuses 
to stop there, claiming that history 
shows that such convictions change 
and that permanent truth is rarely 
reached. The writer is one of these, 
though he recognizes the importance 
of such convictions as_ stabilizers. 
They are, in fact, essential to stabil- 
ity, but to prevent stability from de- 
generating into stagnation they 
should be reviewed and revised oc- 
casionally—and such a review is here 
proposed. 


HOSE who specialize in public 

utility regulation, either as states- 
men and regulating officials, or eco- 
nomic and legal advisers, are much 
like the rest of us in regard to their 
dogmas. They have them—they have 
had them for years—and they get ir- 
ritable when their dogmas are chal- 
lenged. Why should anyone dig up 
and review these beliefs.which rest 
upon the common experience of many 
years, upon legal precedent and fic- 
tion hallowed by time, and upon 
classical economic theory much of 
which dates from Ricardo or even 
from Methuselah? One can sympa- 


thize with their feelings even if one 
does not share their convictions. 


The 
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dogmas or fundamental convictions 
upon which our regulation of public 
utilities is assumed to rest might be 
briefly summarized thus: 


(I The businesses of supplying 

gas, electric, telephone, tele- 
graph, transportation, and water serv- 
ice are government functions dele- 
gated temporarily to private persons 
who act merely as agents of the state 
in the fields assigned to them as mo- 
nopolies. This conviction (which is 
explicitly stated on page 24 of the 
report) is the foundation upon which 
all the reasoning and the conclusions 
rest, and it accounts for the irritation 
with which the commissioners regard 
the efforts of the operating companies 
to maintain their alleged rights, and 
the courts their constitutional posi- 
tign. 

The failure of government regula- 
tion, as this report repeatedly states, 
is due to these incurable propensities. 
The assumption of the companies that 
the statutes regulating public utilities 
are the rules under which they must 
operate and that the regulating com- 
mission is the umpire whose duty it 
is to enforce them, is wholly repudiat- 
ed and the commission misses no op- 
portunity to complain that the regu- 
lating officials seem unable to resist 
the temptation to assume a judicial 
instead of a punitive point of view. 
This is regarded as a high crime and 
misdemeanor and the affrontery of 
the companies in appealing to the 
courts for protection is like unto it. 

The gist of this view is that the 
franchise of a public utility is (or 
should be) merely a revokable license 
and that the property of the private 
owners is merely held in trust unpro- 
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tected by constitutional guarantees. 


(2 In order that the state may 

exercise its authority effec- 
tively, the agent (the private owner) 
must be willing to render the service 
at what the state considers to be the 
cost; that is, at a price which will just 
cover the expenses of operation and 
the cost of the required capital as de- 
fined by the regulating commission. 
The business is to be done without 
profit in the ordinary sense, but as 
the statutes seem to have been inad- 
vertently so drawn that the commis- 
sions are required to regulate the 
prices and not the profits of these 
agents, the service-at-cost formula 
has to be applied separately to each 
particular service. This might seem 
to raise some prickly problems of cost 
and profit allocation, but this commis- 
sion appears to be firmly convinced 
that such allocations can be made so 
accurately that the price of each serv- 
ice can, and should, be determined by 
them. 


( ) That these public utilities are 
3 monopolies which can, and 
will, deliberately use the power of 
monopoly to restrict the use of the 
services they offer, in order to 
obtain an abnormal profit, unless 
they are prevented from doing so 


by the strong arm of the state. 

The foregoing might be called the 
“politico-economic” convictions of 
these commissioners; they are the 
common beliefs and stock in trade of 
the class to which they belong. But 
these are practical men of wide ex- 
perience, familiar both with the re- 
sults of many previous investigations 
in this field and with the common 
propensities of the natural man. 
This leads to a fourth conviction 
which is woven into the fabric of this 
report. 


( (a) Public utility owners and 
+ managers, being monopolists, 
are more untrustworthy and less in- 
telligent than other groups of Ameri- 
can business men. 

(b) The men appointed to regulate 
the public utilities are either more eas- 
ily corrupted than other public of- 
ficials, or are subjected to much 
greater pressure because they show an 
apparently incurable tendency to act 
in a judicial rather than a punitive 
capacity, and even on occasion to 
treat the executives of public utility 
companies like human beings. 


HESE Calvinistic views about the 
nature of man yield, however, to 
an amazing optimism, for the report 
concludes that in spite of their orig- 


“Our forefathers rejected the notion that the state could 
perform these utility functions as well as private com- 
panies because they wanted rapid development and they 
were familiar with the slothfulness of democracy. 

The choice of private ownership under government super- 
vision instead of government ownership was made because 
they believed that the government could not fulfil the re- 


quirements of rapid development. 


that they were right.” 
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inal and acquired sinfulness, both the 
regulators and the regulated can be 
washed clean by the application of 
new regulations framed with special 
reference to their weakness if the 
threat of banishment is held constant- 
ly before them. 

Such is “the point of view” of 
these commissioners and it is shared 
by their brethren throughout ‘the 
country, although many have less 
faith in the perfectibility of public 
utility operators and regulators and 
more in government ownership and 
operation. Given the point of view, 
the conclusion is inevitable: either 
these private owners must surrender 
their constitutional rights and submit 
to rigid regulation on the basis of 
service-at-cost (cost being substituted 
for value of property in the rate base 
and the other costs of service being 
based on allocations made by the of- 
ficers of the state) or, as an alterna- 
tive, they must surrender their prop- 
erties or submit to competition from 
the state. 

But “It all depends upon your point 
of view,” as the man remarked when 
he stood on his head. This profound 
truth, too often overlooked, explains 
completely the difference between the 
authors of this report and me. Their 
point of view is mine standing on its 
head. If turned right side up much 
of the difficulty disappears. 


7 for instance, the first as- 
sumption that these public util- 
ity industries are more properly func- 
tions of the state than many other 
industries with which the state never 
interferes. 

This is the true situation standing 
on its head. It wholly disregards 


the main purpose which our system 
of private ownership was designed to 
accomplish, namely, the rapid devel- 
opment of the resources and the 
wealth of the nation. The gas, elec- 
tric, communication, and transporta- 
tion industries are tools designed to 
save labor, or more properly, time, 
which in the last analysis is the only 
thing which men can save. The 
wealth of the nation is mainly in- 
creased by saving time. 

Now our forefathers knew, even 
if we have forgotten, that the rapid 
development of these services was 
essential to the rapid increase of 
wealth and that if this result were 
achieved the profits of those served 
by these utilities would be so great 
that the profits of the utilities would 
be insignificant in comparison. Even 
if the private owners did make 
large profits these were not sub- 
tracted from the profits of the nation 
but added to them, provided the 
prices were such that rapid expansion 
was achieved. They rejected the no- 
tion that the state could perform these 
functions as well as private companies 
because they knew better. They 
wanted rapid development and they 
were familiar with the slothfulness 
of democracy. In cases like this, 
where competition had proved waste- 
ful, the choice of private ownership 
under government supervision, in- 
stead of government ownership, was 
made because they believed that the 
government could not fulfil the re- 
quirements of rapid development. 

History has shown that they were 
right. 


HE real problem which faced 
them was how to regulate prices, 
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The Utilities Naturally Resist Interference in Defiance 
of the Rules as They Understand Them 


a Be private owners of the public utili- 
ties believe that the state has given 
them a job to do, and has laid down the rules 
under which it shall be done. . . . Hold- 
ing these views it is not unnatural that they 
should resist the efforts of regulating commis- 
sions to interfere with them in defiance of the 
rules as they understand them. . . . They 
are engaged in developing the whole market 
as they were ordered to do, and the disposi- 
tion of regulating commissions to favor one 
class of customers as against another threatens 








their whole plan.” 





and here it should be noted that it 
was prices and not profits at which 
regulation aimed. So far as price 
regulation is concerned, every econ- 
omist knows that when a market 
develops rapidly and continuously for 
a generation and shows no signs of 
exhaustion, the prices are fair, for 
the object of prices is to move the 
goods. If the goods move in large 
and rapidly increasing volume, as 
these goods do, the prices are right. 
So far as regulation has been limited 
to price regulation it has been a suc- 
cess. The failures of regulation 
which worry these commissioners so 
much are due to a mistaken effort to 
regulate profits instead of prices. It 
is fortunate that they have failed, for 
if they had succeeded, the experiment 
would have failed. 

Anyone who will look dispassion- 
ately at the development of gas, elec- 
tricity, and telephone service in this 
country during the last twenty years 
must admit that these industries, the 


regulation of which is said to have 
broken down, have been among the 
most successful from the public’s 
point of view. Expansion has been 
both continuous and rapid and this 
has been accomplished without the 
terrible and destructive instability 
which has characterized competitive 
industry. If all our industrial ven- 
tures had been as successful as the 
New York Telephone Company, the 
conduct of which is so fiercely criti- 
cised in this report, the industrial 
millennium would be at hand. May 
the gods give us more such failures! 


B” the importance of private 
management is not equally 
marked in all the industries in the 
public utility category and it may 
serve to illustrate the danger of stand- 
ing a principle on its head to consider 
why. The answer is that the condi- 
tions of the market are different. In 
contrast with the utilities above re- 
ferred to, the water supply companies 


723 








PUBLIC UTILITIES FORTNIGHTLY 


have to deal with a static and rigid 
market. After the pioneer stage has 
passed rapid expansion is undesira- 
ble and, in fact, impossible. The de- 
mand is fixed by the growth of popu- 
lation and the problems of manage- 
ment are simplicity itself. The mar- 
ket is soon saturated and there is no 
need and little justification for the 
continuance of private ownership in 
this field. This is due not to a differ- 
ence in the nature of the business but 
in the conditions of the market; water 
service is no more a government func- 
tion than any other utility. None of 
them are inherently either public or 
private. It is merely a question of 
expediency. If rapid expansion is 
not desired, or if the need for it has 
passed, the importance to the public 
of private ownership has ceased also. 


NOTHER interesting variation is 

found in the transportation in- 
dustry. This market is not only sat- 
urated but over-saturated ; the supply 
is in excess of the demand, and we 
see in the national transportation sys- 
tem a huge investment of capital ap- 
parently unable to earn its interest. 
This condition is mainly due to a long 
continued and quite effective system 
of Federal regulation, which has de- 
veloped in the railroad managements 
a sort of inferiority complex so that 
they dare not stand up for their 
rights. In this case the private own- 
ers, if they were wise, would turn 
the orthodox doctrine of regulation 
against the government. Regulation 
has permitted, and even forced, the 
investment in this field of more capi- 
tal than can profitably be employed 
and is urging the investment of more. 
This is a shocking economic waste 


which the private owners should re- 
sist. They can say, quite logically, 
that if this is a government function 
which the government wants extend- 
ed, let the government do it. One can 
imagine the horror of the nation if 
this were proposed, but it is the log- 
ical result of the orthodox doctrine 
which this report upholds. 


_ the view of the origin and rea- 
son for private ownership of pub- 
lic utilities here suggested is held, the 
actions of the private owners which 
the commission finds so vicious are 
easily explained. They believe that 
the state, or the nation, has given 
them a job to do, and has laid down 
the rules under which it shall be done. 
It is a job requiring great skill— 
namely, the development of a varied 
and elastic market, through a great 
variety of services, which require im- 
mense investments of fixed capital in 
plants which produce the services at a 
joint cost. Holding these views it is 
not unnatural that they should resist 
the efforts of regulating commissions 
to interfere with them in defiance of 
the rules as they understand them. 
The objectionable behavior of these 
people which this commission ob- 
serves is not due to innate depravity, 
but to a natural desire to protect 
themselves against interference which 
might ruin them. They are engaged 
in developing the whole market as 
they were ordered to do and the dis- 
position of regulating commissions to 
favor one class of customers as 
against another threatens their whole 
plan. 

Take, for example, the domestic 
market for electric power which is the 
only one in which regulating commis- 
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sions show a spark of interest. The 
public utility managers know perfect- 
ly well that this market is elastic and 
that it responds readily to price reduc- 
tions when the ground has been skill- 
fully prepared by solicitation and edu- 
cational advertising. But they also 
know that in its lower price strata the 
quantities consumed will be large and 
that if the price is set below the cost 
the losses will be heavy. Now the au- 
thors of this report “and all others in 
authority” notwithstanding, the cost 
of particular services—like water 
heating, for example—cannot be de- 
termined in advance by any allocation 
method known to man and the seller 
must, therefore, proceed by the “cut 
and try’ method as other merchants 
do. 

But under present methods of reg- 
ulation “by inexperts’” this method 
cannot be used because “the inex- 
perts’ insist on determining the price 
by the cost, which cannot be found, 
and because a price once fixed by a 
regulating commission cannot be 
raised by anything short of an earth- 
quake or a foreign war. 

This rigid scheme makes experi- 
mental rates impracticable and the 
companies have, therefore, adopted 
the obvious alternative of rarely cut- 
ting rates until they are forced to, and 
of using cost allocations based on 
property value as “the inexperts” have 
taught them to do. This is the cause 
of much of the litigation which these 


e 


commissioners find so outrageous. 
But if they dislike the result they 
have only themselves to blame for it. 


S° much for the effects of inversion 
of principles 1 and 2. The popu- 
lar ideas about monopoly, earmarked 
3, are in a similar position. The con- 
ditions have changed so that the old- 
fashioned notions about monopoly 
power are out of perspective and give 
to those who cling to them a distorted 
picture of what is going on. 

In ancient times, and even almost 
down to our own, it was possible for 
a monopoly to earn an abnormal profit 
for a long time by an arbitrary control 
of the price. The high price common- 
ly limited the quantities sold, but re- 
sulted, nevertheless, in a high rate of 
profit. But the monopolist of those 
days owed his good fortune to the fact 
that the conditions of both supply and 
demand were relatively static, so that 
he had fifty years or more to turn 
around in. The supply of capital 
seeking investment was limited and 
scientific research was unknown, so 
that competition by substitution, 
which would have outflanked his po- 
sition, could safely be disregarded. 
Under such conditions the self-inter- 
est of the monopolist naturally led 
him to set the price at the point which 
would give him the highest rate of 
profit. 

But these conditions have disap- 
peared. The tempo is now so rapid 


managers should be to develop the whole market without 


q “THE duty of regulating commissions and of company 


favoring one class against another and the only way in 
which this can be done is by charging what the traffic 


will bear.” 
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that if the monopolist tries that game 
he will hang himself within a few 
years. Even where his monopoly is 
complete, as under a patent, if he sets 
the price high his market will be nar- 
row, competition by substitution will 
begin at once to make it smaller, and 
he will soon be crushed within the 
closing walls of an enclosure which he 
has built himself. Few men today 
are bold enough to take the risk. 


[T° the case of the so-called “public 
utility monopolies” the risks are 
even greater because they are not 
monopolies. Most of the markets 
which they aim to supply are already 
occupied by substitutes which they 
must drive from the field. The cus- 
tomer is usually a free agent who re- 
fuses to buy unless he thinks the trade 
will show him a profit in cash or in 
some other satisfaction. There are 
some fields, such as domestic electric 
lighting, where this is not strictly true, 
but even there the undeniable fact 
that the demand is very sensitive to 
price reductions indicates that compe- 
tition by substitution is at work. 
Elasticity is the acid test. 

Now under these conditions the 
public utility executive who attempts 
to get an abnormal profit is a fool, 
blind to his own best interests. These 
industries have passed beyond the pi- 
oneering stage and, with the amazing 
accumulation of liquid capital seeking 
employment, the executive who delib- 
erately prevents expansion by keeping 
prices high in order to earn a high 
rate of profit will simply deprive the 
stockholders who own the property of 
an opportunity to invest more capital 
which would earn them a new profit. 
The rapid expansion of the public 
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utilities in recent years proves con- 
clusively that this course is not com- 
monly pursued. Most of the major 
enterprises are expanding as rapidly 
as is consistent with stability which at 
the present time is the major econom- 
ic need of the nation. What the na- 
tion wants is growth at a rate that can 
be maintained continuously, and this 
has been achieved. To maintain that 
under these conditions profits are, or 
can be, abnormal is to deprive the 
word “normal” of all intelligible 
meaning. These are the most normal 
conditions that we know and if the 
profits are not normal “there is no 
such animal.” Those who seek to 
frighten the public by talking about 
the abuse of monopoly power by these 
enterprises are false prophets leading 
their followers into the wilderness. 


I AM aware that these views are not 

those commonly held and that 
they would carry no weight if advo- 
cated only by insignificant persons. 
But these views do not stand in that 
position. They are the views of one 
of the greatest public servants of our 
time—long held and clearly stated. 
I refer to Arthur T. Hadley, ex-presi- 
dent of Yale University, who testified 
before this commission shortly before 
his death. In its report, covering 
more than 300 pages, only seven pag- 
es are devoted to the exposition and 
refutation of Mr. Hadley’s views, 
showing the futility of arguing with 
men who are standing on their heads, 
in which position it appears that their 
minds are closed to the realities of the 
world about them. Mr. Hadley is not 
treated with disrespect; he is practi- 
cally ignored. The arguments used 
to answer him are based on conditions 
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Experimental Rates Are Impracticable; Hence the Resort 
to Cost Allocations Based on Property Value 


ce A PRICE once fixed by a regulating com- 

mission cannot be raised by anything 
short of an earthquake or a foreign war. 
This rigid scheme makes experimental rates 
impracticable and the companies have, there- 
fore, adopted the obvious alternative of rarely 
cutting rates until they are forced to, and of 
using cost allocations based on property value 
as ‘the inexperts’ have taught them to do.” 








which have largely disappeared and 
on economic theories which are not 
now true. Such phenomena are not 
new; things change slowly in the 
world of political and academic 
thought and it is to be expected that 
this inertia will cause a lag of twenty 
years or more between Mr. Hadley’s 
exposition of the sound principles of 
public utility regulation and the gen- 
eral acceptance of them. 


M® Hadley’s recommendations 
for public utility regulation 
rest upon the conviction that the clas- 
sic doctrine of monopoly price is un- 
sound when applied to these industries 
and that the objective—rapid and 
complete development of these time- 
saving tools—will be reached sooner 
by allowing the private owners to reg- 
ulate the prices in such a way as to 
promote the expansion of the market, 
with full knowledge of the local con- 
ditions, than by attempting to regulate 
prices by cost allocations of doubtful 
parentage, in ignorance or disregard 
of the conditions of demand. 

If the policy which he recommends 


were adopted the problem which, as 
seen by these commissioners, is dis- 
tressingly complex would be greatly 
simplified. The first duty of each op- 
erating utility would be to survey the 
market within its franchise area and 
to determine as accurately as possible 
the total amount of potential business 
obtainable at certain prices within a 
time-frame not unreasonably wide. 
In this field experience has shown that 
such market surveys are sufficiently 
accurate to be serviceable. The quan- 
tities of service which will be demand- 
ed are a function of the price in these 
elastic markets and in order to per- 
form their full duty, which is com- 
plete development of the market, the 
companies would have to plot a series 
of price-quantity curves for some defi- 
nite period, (say the next five years) 
showing the rate of expansion fore- 
cast under several different price 
schedules. 

The next problem would be to de- 
termine the amount of new capital re- 
quired for each of these programs and 
when this was done a set of curves 
could be plotted showing the cost of 
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supplying the total quantities required 
by each forecast. 

These are not cost allocations but 
total costs. 


2 total costs would include 
the cost of the new capital re- 
quired at some average rate of inter- 
est high enough to insure success dur- 
ing the period covered. There would 
be no temptation to set this price too 
high because profits under this sys- 
tem would not be subject to arbitrary 
regulation, but only to the regulation 
of the market. This method of cal- 
culating costs avoids the pitfalls of 
cost allocation by recognizing that the 
cost is a joint cost and can be deter- 
mined only as a whole. 

At this point the management 
would have before it sets of curves 
showing the gross revenue and the to- 
tal cost of supplying the demand for 
service under each schedule of rates. 
These would show different rates of 
growth and different aggregate prof- 
its. 

The problem would then be nar- 
rowed to deciding which of these pro- 
grams would result in the largest ag- 
gregate profit. This profit would be 
the resultant of the price-quantity 
curve less the total cost curve and the 
decision would be in favor of the 
program which would produce the 
largest volume of profitable business 
because this would give the owners a 
chance to invest the largest amount of 
new capital. If any other program 
were chosen the owners would lose 
some profit, for if the prices were 
raised the total quantities would fall, 
the rate of expansion would fall, the 
amount of new capital required would 
fall, and the capitalist would lose. 


If, on the other hand, prices were 
set too low, the quantities would rise, 
and the rate of expansion would rise, 
but the total cost would rise faster 
than the total revenue because some 
of the prices were below the cost and 
the new capital required to provide the 
service could not be obtained. 


TU is a necessary condition of this 
method of control that the fore- 
casts should cover a considerable pe- 
riod of time. The one-year budgets 
commonly used in competitive trade 
will not serve the purpose because the 
fixed capital investment is so large 
that overbuilding may be disastrous. 
It is just as important to avoid over- 
stimulation of demand as to avoid 
stagnation. Over-enthusiasm result- 
ing in over-selling is a real danger. 


A CAREFUL study of these pro- 

grams will indicate which is the 
most prudent and when this decision 
has been made the programs should 
be submitted to the regulating com- 
mission to ascertain its view. There 
would be no conflict of interest be- 
tween these parties ; merely a problem 
of judgment. Both would have the 
same objective—the expansion of the 
business to the utmost profitable lim- 
it. Neither would desire to expand 
it beyond that point because it would 
cause an economic waste. The im- 
portant point would be to decide upon 
the rate of expansion which could be 
dealt with most efficiently. 


o the orthodox in matters of pub- 
lic utility regulation these sugges- 
tions will sound like barking at the 
moon, and it may be claimed that it 
is impracticable to make such fore- 
casts. But this is not true. Many 
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such forecasts have been made by the 
companies, and, while the art is still 
in its infancy, it is a healthy child. If 
the regulating commissions would ap- 
ply their minds to this aspect of the 
problem and try to help the companies 
to solve it, the major obstacles to ef- 
fective regulation would vanish. 

But to do this the commissions 
would have to be reborn. In the past 
they have regarded themselves as 
schoolmasters whose duty was to 
teach and to discipline naughty boys, 
and the results, as they themselves ad- 
mit, are not brilliant. The principles 
advocated by Mr. Hadley which he 
said were those of Messrs. Fink and 
Adams, the pioneers in regulation, 
embody a more modest philosophy. 
They recognize that men cannot teach 
what they do not know. In this case 
the boys often know more than the 
schoolmaster, and Mr. Hadley, there- 
fore, advocated a new relation in 
which the commissioners would aban- 
don the punitive attitude and seek to 
act in collaboration with the company 
managers in forecasting the future 
and making the forecasts come true. 


oe things seem to have been 
mainly responsible for the fail- 
ure of the commission to understand 
and value Mr. Hadley’s views: 
First, the political bias commonly 
observable in such groups which 
makes them over-emphasize the rights 
of one class—the voters, or the do- 
mestic customers. This is a natural 
but a serious mistake. The duty of 
regulating commissioners and of com- 
pany managers should be to develop 
the whole market without favoring 
one class against another and the 
only way in which this can be done, 


as Mr. Hadley pointed out, is by 
charging what the traffic will bear. It 
is almost literally true that the cus- 
tomers are free agents and they are, 
therefore, the best judges of what 
they are willing to pay. When this 
principle is disregarded, (as Profes- 
sor James C. Bonbright contends that 
it should be in his refutation of the 
Hadley doctrine), one class is favored 
at the expense of another, and the 
complete saturation of the market be- 
comes impossible. Professor Bon- 
bright’s whole argument is based upon 
a confidence in cost allocations which 
is misplaced. 

SECONDLY, the belief that under 
present conditions classic economic 
theory is a safe guide to action. At 
one point in his answer to Mr. Had- 
ley’s argument Professor Bonbright 
remarks that there is not the slightest 
support for it in economic theory. To 
this proposition one can fancy the 
shade of Hadley replying with a sad 
smile, “So much the worse for eco- 
nomic theory.” He was a great eco- 
nomist who had lived to see economic 
theory drift hopelessly out of sight of 
the land of industrial reality. 


Wes asked to accept these eco- 
nomic theories as knock-down 
arguments Mr. Hadley might well 
have recalled the remark attributed to 
Dr. Oliver Wendell Holmes, autocrat 
of the breakfast table, when someone 
accused him of overlooking some fact, 
“Bread may be the staff of life, Sir, 
but I don’t want a crumb in my wind- 
pipe.” 

We are forced to conclude that 
much of the economic theory of 
our time is of the Rip Van Winkle 
variety, and is equally out of place. 
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Colorado Iron & Fuel Co. 


A Song of Power 


By BERTON BRALEY 


_s is the song of the waters churning, 
Waters harnessed to serve our need; 
This is the song of the turbines turning— 
Smoothly turning, athrill with speed; 
The song of dynamos deeply purring, 
Driven by water or spun by steam; 
Song of a myriad motors whirring 
With wizardry stranger than any dream. 


This is the song of the “juice” which surges 
Over the web of the far flung lines, 
The might of the silent force that urges 
The lathe in the shop, the cage in the mines; 
The force that lightens the task of labor 
That harries the dark from the face of earth, 
That brings us closer—neighbor to neighbor— 
And spans, in a second, the planet’s girth. 


This is a song of the Men who master 
Motor, dynamo, fuse, and switch, 
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Who lift our life to a pace that’s faster, 

Who move the world—by a finger-twitch. 
Men in office and laboratory, 

Men who work with the thunderbolts, 
Who outmatch even Aladdin’s story 

With a magic lamp—of a million volts! 


This is a song of modern wonder, 
Of visions lagging behind the fact 
Of glamor over the earth—and under; 
Of torrents fettered and mountains cracked; 
Of cities bathed in a glow resplendent, 
Of light and power that serve the farm, 
Of nature conquered and Man ascendant 
With Thought the wand that has wrought the charm. 


This is the song of the singing wires 
That throb responsive to serve our will, 
The song of a Genii that never tires 
But toils for greater enchantments still; 
A Song of Now—and the days before us 
With vaster marvels for us to scan 
A song whose jubilant lifting chorus 
Rings with the hopes and the dreams of Man! 
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WILL MUNICIPAL OWNERSHIP BE SUPPLANTED BY 


“Regional” Ownership of Utilities? 


Does the trend toward privately owned power 

companies point toward the abandonment of city- 

owned projects—or will it lead to a new develop- 
ment in interconnected government plants? 


By EMERSON P. SCHMIDT 
ASSISTANT PROFESSOR OF ECONOMICS, UNIVERSITY OF MINNESOTA 


HERE is no question but that 

municipal ownership of electric 

utilities has been rapidly declin- 

ings in recent years. This downward 

trend has been the cause of much 
speculation. 

Advocates of municipal ownership 
are wondering why the people here 
have apparently lost faith in their 
own capacity to serve themselves, 
while advocates of private ownership 
here welcomed the change and profit- 
ed accordingly. 

Just what does this trend mean? 
Has the bottom of the municipal own- 
ership decline been reached—or is it 
even near? Or is the municipal plant 
doomed ? 


eer figures that show 
the existence and extent of this 
decline may be summarized briefly. It 
appears that more than 1,500 commu- 
nities, which at one time or another 


supplied themselves with electrical 
energy, have gone over to privately 
owned service. 

Further, it appears that of about 
3,900 communities which have had a 
municipal electric system, but 2,000 
survive. 

The following table, culled from 
the study of Professor Herbert B. 
Dorau and the Municipal Index for 
1930, demonstrates the downward 
trend more clearly than any text an- 
alysis. 


NuMBER OF MUNICIPAL ELEcTRIC 
Piants 1882-1929 
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It will be noticed that the trend to- 
ward municipal backsliding began in 
1922. Up to then the number of mu- 
nicipal plants had been growing; dur- 
ing that year 36 fatalities occurred. 
In 1924, it will be noted, 114 fatalities 
more occurred. The peak came in 
1926, when 329 municipal plants 
closed their doors or sold out to pri- 
vate companies. The following year, 
1927, was almost as bad with 318 
casualties. 

On the other hand, other statistics 
indicate that in spite of this falling 
off in the total number of municipal 
plants, a fair number of privately 
owned plants were shifted over to 
municipal operation. From 1924 to 
1927, there were 133 new additions 
to the municipal plant family. Dur- 
ing the first three months of 1930 
only one municipal plant went over 
to private hands, while three new mu- 
nicipal plants started into business. 

Perhaps the anti-municipal plant 
trend has run its course,’ but that re- 
mains to be seen. In any event, let 
us attempt to find the cause of the 
dropping off of municipal plants so 
far indicated. 


H™ is the trend away from mu- 
nicipal ownership to be ex- 
plained? Have the people changed 
their political philosophy? This can 
scarcely be the case because there has 
been no such reversion to private 





1There is reason to believe that the im- 
proved Diesel engine, using modern cheap 
fuel oil, will usher in a revival of the small 
municipal plant. There are over 1,000 in use 
and many managers of local plants declare 
that the cost of operation compares favor- 
ably with that of the large organization. 
Heavy transmission costs are not sustained as 
is the case in large scale organizations. The 
capital costs of transmission are mounting 
more rapidly than the generating costs in 
most of the huge companies. 


ownership in the case of the water 
and other utilities. In the case of 
street railways, the opposite has been 
the case. In 1912 there was only one 
municipal street railway in the coun- 
try; by 1922 the number had in- 
creased to 16 and in 1927 to 21. 

Although mismanagement in a few 
cases contributed to the termination 
of municipal ownership of electrical 
utilities, in the great majority of cas- 
es more fundamental and deep-seated 
factors in the form of technological 
and economic changes were at work. 
The best proof which we have for this 
statement is that while the number of 
municipal plants declined, the number 
of separate private plants declined 
even faster. For instance, from 1922 
to 1927 the number of private estab- 
lishments declined 43.4 per cent while 
the municipal plants declined only by 
about 23 per cent. 


His decline must be interpreted 

in terms of the almost universal 
modern commercial tendency toward 
consolidation and coordination. We 
are in an era when financial advan- 
tage seems to lie with large scale pro- 
duction. 

In the electrical industry the new 
technology is evidenced in large-scale, 
centralized production with a widened 
market reached by high-tension long- 
distance transmission lines and with 
interconnection of the central supply 
stations. Many improvements have 
been made in the efficiency of the 
large steam-electric turbo-generators 
and in coal utilization together with 
more efficient transmission methods. 
A central station with 160,000-kilo- 
watt capacity is common, and the en- 
ergy can be transmitted 200 and more 
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miles. Within limits, the larger the 
plant the more economical it becomes. 
This movement had its beginning 
in 1910 when twenty-two towns in 
Lake county, Illinois, were combined 
with one central power station and the 
local plants were dismantled. As the 
movement spread small private plants 
were first purchased and soon munici- 
pal plants followed. The theory that 
the technological factor of large-scale 
organization is significant in explain- 
ing the decline of municipal plants is 
further supported by the fact that the 
large municipal plants did not suc- 
cumb to private ownership. In only 
one case did such a plant in a city of 
over 100,000 change to private owner- 
ship, while such places as Seattle, 
Tacoma, Cleveland, and Los Angeles 
retained their municipal plants. 


HE competitive bidding for mu- 

nicipal plants on the part of pri- 
vate holding companies accelerated 
the forces already set in motion. In 
many cases cities were offered more, 
sometimes 100 per cent more, than 
they had invested in the plants. The 
cash received served to retire all the 
indebtedness against the plants, and 
frequently left enough to build a 
school or auditorium.’ 





2See for instance, F. A. Staten, Fort At- 
kinson, Wisconsin, “A Case Study of Munic- 
ipal Ownership,” Journal of Land & Pub- 
lic Utility Economics; vol. 5, pp. 143-9. 
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“Now the way is open for the development of regional 
ownership of public utilities on the Pacific coast. 
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In some cases cities had reached the 
debt limit and needed to expand the 
plant to meet a growing demand. 
They were forced to sell out, and the 
ease with which they could do so add- 
ed to the speed of the decline of mu- 


nicipal ownership. In some states 
archaic statutes which restricted mu- 
nicipal plant activities to the confines 
of the city limits, also helped the proc- 
ess. In this way, many municipal 
plants were kept from making advan- 
tageous contacts with the surround- 
ing territory and other nearby incor- 
porated places. The municipal plants 
could not gain the advantage of cen- 
tralized production, interconnection, 
and a highly specialized engineering 
and management staff except by sell- 
ing out to a private company. They 
were, by law, compelled to stay strict- 
ly in their own yards. The natural 
economic market tended to expand 
but legal and other restrictions pre- 
vented adaptation. 


I’ isolation is the chief explanation 

for the decline, and if public own- 
ership is to be salvaged, then this iso- 
lation must be overcome. 

State-wide public ownership would 
accomplish it but there is much 
feeling against “putting the state 
in the power business.” There may 
also be some procedural disadvan- 
tages. The devotees of municipal 


Similar 


movements are on foot in many other states. . . . To 
legalize the creation of such districts it is usually merely 
necessary cither by initiative or general law to outline the 
procedure as is done when school, road, or other districts 
are desired.” 
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ownership now have another plan. 

In Ontario this plan has been in op- 
eration for several decades in the 
form of a league of municipalities un- 
der the administration of the Ontario 
Hydro Electric Power Commission. 
California in 1921 made provision 
for the organizing of municipal util- 
ity districts which may include one or 
more municipalities with unincorpo- 
rated territory if desired. Several 
districts, including the East Bay, the 
Modesto, and the Turlock have been 
organized under the law. Oregon and 
Washington have just voted favor- 
ably on somewhat similar legislation. 
So now the way is open for the de- 
velopment of regional ownership of 
public utilities on the Pacific coast. 
Similar movements are on foot in 
many other states. In California, 
most of the districts started as irriga- 
tion projects. In Oregon and Wash- 
ington the farmers and laborers have 
been the chief sponsors and are large- 
ly interested in power development. 


|» California, the municipal utility 
districts have been created with- 
out a constitutional amendment. An 
amendment, although adopted in Ore- 
gon, is in most states if not in all, un- 
necessary to legalize the creation of 
districts unless the state Constitution 
specifically enumerates the purposes 
for which subdivisions may be cre- 
ated and by implication excludes pub- 
lic utility districts. Therefore, to le- 
galize the creation of such districts it 
is usually merely necessary either by 
initiative or general law to outline the 
procedure as is done when school, 
road, or other districts are desired. 
According to this policy a state 
statute should not create the districts 


but merely empower the people to or- 
ganize themselves into such at their 
own pleasure except under very spe- 
cial circumstances. 

Ultimately it might be desirable to 
have the districts interconnected for 
emergency purposes and perhaps even 
for normal relaying of energy. If 
such a survey were made by experts 
including engineers, accountants, and 
economists, no doubt the districts 
could be developed along the most 
sound economic lines with a minimum 
of duplication or surpluses in the way 
of transmission lines or production 
units. Such a procedure, however, 
violates the home rule philosophy em- 
bodied in the regional movement, and 
although some important economic 
gains might accrue from it, there 
might be some losses sustained in a 
weakened local initiative, spirit of co- 
Operation, or common _ enterprise. 
Also under dynamic conditions the 
district boundaries which might be 
sound economically one year might be 
unwise the following year. Provision 
should also be made whereby districts 
could be consolidated in whole or in 
part. 


| | Sane though a _ constitutional 
amendment may not be neces- 
sary, such may be desirable in order 
that the districts to be created may be 
relieved from hampering restriction 
sometimes applied to school, fire, and 
other political districts. For instance, 
a school or fire fighting district must 
be supported by levies on the people 
while a public utility district, presum- 
ably, will be self-supporting. So the 
former should come under the usual 
debt limit while it might be very un- 
wise to force a public utility which 
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Some of the Advantages of the Regional 
Ownership Plan: 


“0— NE of the important weaknesses of the 
municipal or small private plant has 
been the inability to secure experts. Under 
the regional plan equipment which has become 
obsolete or inadequate at one point may be 
utilized, perhaps, at another. Due to larger 
purchases a buying department may be created 
and better prices obtained than those experi- 


enced by the municipal plant.” 





earns its own way to come under the 
same limit. Frequently, the imposi- 
tion of such a limit on the utility dis- 
trict can be escaped only by a consti- 
tutional amendment. 


OME of the foregoing ideas are em- 

bodied in the recently adopted 

amendment number XI, § 12 of the 
Oregon Constitution. 

The amendment does not of itself 
divide the state into districts but by 
virtue of its enactment, districts may 
be created of territory, contiguous or 
otherwise, disregarding county lines 
and may consist of an incorporated 
municipality or several of them with 
or without unincorporated territory. 
This means that all present political 
subdivision lines can be totally ig- 
nored. It is expected, however, that 
in many instances the present county, 
municipal, and district lines will also 
be found suitable in whole or in part 
for the boundary lines of the districts 
to be created under the amendment. 

The districts will not include most 
of the public utilities as those in Cali- 
fornia may, but they may be created 
for supplying water for domestic and 


municipal purposes; for the develop- 
ment of water power and electric en- 
ergy; for the distribution, disposal, 
and sale of water, water power, and 
electric energy. The districts are to 
be managed by boards of five direc- 
tors elected by the regular voters in 
the area. Taxes may be levied on the 
taxable property and evidences of in- 
debtedness issued, sold, and assumed. 
No limit is placed in this connection. 
The districts will have the power of 
eminent domain, may enter into con- 
tracts, may acquire and hold real and 
other property necessary to the busi- 
ness of such district, and may acquire, 
develop, and otherwise provide for a 
supply of water, water power, and 
electric energy. The product may be 
sold, or otherwise disposed of, within 
or without the district. Finally the 
legislature or the people by popular 
vote may provide any legislation that 
may be deemed necessary in addition 
to existing laws to carry out the pro- 
visions of the amendment. 


HE above plan does not compre- 
hend all public utilities. To do 
so might engender additional opposi- 
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tion from the large property owners 
and those doctrinally opposed to gov- 
ernment ownership, yet all inclusive- 
ness may be an advantage. 

For instance, both natural and 
manufactured gas is being transmit- 
ted over ever widening markets, and 
it may be that public operation by dis- 
tricts may become desirable at some 
future date. This may be especially 
true in the case of metropolitan dis- 
tricts. 

The chief argument used against 
the Oregon amendment, next to the 
stock epithet of “socialism,” was that 
the directors of a district would be 
without limit so far as taxes and bor- 
rowing were concerned. While there 
is danger that both private and public 
management may be tempted to over- 
expand, it is presumed that in the ma- 
jority of cases the people will elect 
boards which will operate the districts 
in the interests of the citizens as is the 
case in most school and other dis- 
tricts. 

Further, as we have already noted, 
public utility districts differ from the 
ordinary political district in that the 
former will become self-supporting 
and are rightly exempted from the 
usual bonding limits. Also, bonds is- 
sued to finance public utility expan- 
sion in such districts would not be- 
come the obligations of the state, so 
there is a practical limit of credit on 
unwise expansion. The projects must 
be sound enough to convince bankers 
or investment houses. 


pes other objection frequently 
voiced to the amendment was 
that since the districts could be creat- 
ed from noncontiguous territory, pro- 
moters would be given a free hand to 


gerrymander the boundaries thus 
bringing in “territory from all direc- 
tions to help pay the liabilities,” and 
the parts may be so scattered that 
such a district may overlap the terri- 
tory of school, road, super-road, port, 
and still other districts in one county 
or more, adjoining or widely separat- 
ed. This, it was charged, would re- 
sult in the utmost confusion of tax 
assessment and collection. 

It is quite true that the current 
tendency to multiply taxing and gov- 
erning units so that the citizen is 
often subject to the rules and laws 
and perhaps taxes of twenty or more 
official political subdivisions is unde- 
sirable. In some instances consolida- 
tion of districts is the way out. But 
each economic function must evolve 
its own method of expression, and it 
is not likely that the present bound- 
aries of any type of existing districts 
are the economically superior bound- 
aries for power production and trans- 
mission. Further, the fear that more 
taxation confusion will ensue, while 
important, will be only temporary if 
the districts prove sound economic en- 
terprises. That is, they will in due 
time become self-supporting; at least, 
so it is hoped. 


SSUMING public ownership to be 
desirable, such districts, then, 
are the suggested answer and the log- 
ical competitive weapon to cope with 
large scale interconnected private sys- 
tems and to correct the lag in rural 
electrification. Whether they will 
succeed will depend on many factors. 
Errors will be made; even the experts 
will disagree as to the wisest bounda- 
ries and many other matters. 
Will the districts be large enough 
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“ALTHOUGH mismanagement 
to the termination of munic 


municipal plants declined, the 
plants declined even faster.” 


with a sufficient customer density to 
operate economically ? 

What percentage of the customers 
will be rural? 

Will these get a fair deal if the dis- 
tricts contain numerous urban settle- 
ments? 

Should the directors be elected for 
short or long periods? 

Should they give their entire time 
with good salaries or should the posi- 
tions be partially honorary with only 
an elected permanent secretary who 
devotes all his time to the work? 

These are some of the questions 
which must be met intelligently. 


Gi the districts are of sufficient size 
to allow the interconnection of 
several large supply stations, no doubt 
some saving can be effected by the 
elimination of stand-by plants and the 
quality of the service improved. Al- 
so, instead of the small inefficient pro- 
duction units now frequently in use 
in municipal plants large-scale turbo- 
generators or perhaps Diesel engines 
can be employed, designed on mod- 
ern lines, and embodying all the 
recent waste eliminators and improve- 
ments in production, transmission, 
and distribution. With greater size 
will come better opportunities to em- 
ploy the necessary experts both tech- 
nical and managerial. 
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in a few cases contributed 
ipal ownership of electrical 


utilities, in the great majority of cases more fundamental 
and deep-seated factors in the form of technological and 
economic changes were at work. The best proof which 
we have for this statement ts that while the number of 


number of separate private 


e 


(>= of the important weaknesses 
of the municipal or small pri- 
vate plant has been the inability to se- 
cure experts. Both mistakes and suc- 
cesses will be utilized for the benefit 
of the whole system. Equipment 
which has become obsolete or inade- 
quate at one point may be utilized, 
perhaps, at another. Due to larger 
purchases a buying department may 
be created and better prices obtained 
than those experienced by the munic- 
ipal plant. Serving a larger area, it 
is possible that improved load and di- 
versity factors may be obtained by co- 
ordinating rural and urban customers, 
and power, mercantile, and domestic 
users through an appropriate adjust- 
ment of rates and carefully planned 
extensions. 

The Wisconsin League of Munici- 
palities recently placed itself on record 


as seeing the following gains in the - 


new movement: 


“The advantage of this proposal is that 
by this means considerable sections of the 
state may secure the advantage of large 
scale production, the codperation of a num- 
ber of municipalities, cities, towns, and vil- 
lages and the codperation of the rural com- 
munities involved. Moreover, the organi- 
zation of such districts will help to over- 
come the difficulties of financing public 
power projects which . . . constitutes 
one of the most serious obstacles in the 
way of municipal ownership. The com- 
bined borrowing power of these large dis- 
tricts . . . will be considerably in- 
creased, and thus enable them to establish 
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public power projects which might other- 
wise be impossible.” % 
ge these districts be regulated 
by the state public utility com- 
mission? The answer of the utility 
district advocate is in the negative so 
far as the general level of rates is con- 
cerned. The distribution of urban 
and rural construction costs and the 
service rates between the different 
classes of users will also probably 
have to be settled by the local board 
subject to appeal to the state commis- 
sion and perhaps even to the courts. 
The state commission should, how- 
ever, have power to require detailed 
annual balance sheets and income 
statements and should be required to 
designate the accounting forms so 
that complete, accurate, and compar- 
able records may be kept from the 
start. 

It might be well also to have the 
commission pass on bond issues. This 
would not only serve as a check on 
enthusiastic directors, if that is 
thought to be necessary, but should 
also reduce the cost of capital. Many 





$Public Power in Wisconsin—Leagued 
Wisconsin Municipalities; 1930, Bulletin No. 
52, Public Ownership League, Chicago. 


other matters will come up for settle- 
ment which a competent state com- 
mission can settle much .more effec- 
tively than can the courts. These in- 
clude such questions as the acquisition 
of existing private plants, settlement 
of purchase prices, fair competition 
with private plants, duplication of 
transmission lines with those of pri- 
vate companies and others. The in- 
terests of existing private companies 
must be regarded and equitably set- 
tled. 


ot pete of these, perhaps, are judi- 
cial questions, but if they are 
made administrative questions in the 
first instance they are likely to be set- 
tled on more equitable lines, providing 
the legislature passes appropriate leg- 
islation from time to time. The 
movement, if it takes further tangible 
form, will progress under dynamic 
conditions; many unforeseen prob- 
lems will emerge; hence it is desirable 
that a state public utility commission 
shall have continuous and uninter- 
rupted general oversight in regard to 
the steps taken, even though it is 
given no power to arbitrarily retard 
the movement. 





The Latest Answers to 
Current Queries about Utility Regulation 


Wuo owns the energy in falling water? 


Has every citizen a constitutional right to demand utility service? 


Wuat lawful rights has an electric or gas corporation to mer- 
chandise appliances which furnish outlets for their products? 


WHEN a political assault is launched against a utility company, to 
what extent if any has the company a legal right to employ its re- 
sources in fighting in its own defense? 


THESE are but four of the many timely questions which will be 
answered in a coming issue of Pusitc Utiities FortNIGHTLY—in a 
summary of recent commission and court rulings. 
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Public Utility Operation 
as a “Government Function’ 


? 


To the present-day claims of certain advocates of 

government ownership that the rendering of rail- 

road and other public services is an inherent 

prerogative of the state, how have the courts 
answered? 


By HENRY C. SPURR 


ANY advocates of government 
M ownership and operation of 
railroads and public utilities 
assert that the furnishing of railroad 
and utility service is a public func- 
tion. They say that we permit pri- 
vate companies to perform these 
functions because of a belief that they 
can do the work better than the state 
can do it. The idea seems to be that 
these private companies are acting 
somewhat in the nature of agents of 
the state, as it is believed to be the 
primary function of the state to sup- 
ply these services. 

This is much like saying that it is 
the function of a railroad company 
to furnish sleeping cars for its pas- 
sengers, but that the railroad com- 
pany may allow a sleeping car com- 
pany to supply this accommodation, 
if the railroad company thinks there 
is some advantage to it in doing so. 
The railroad company, so far as con- 
cerns its function of furnishing cars, 
might be likened to the state in re- 
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spect to its function of supplying 
utility service—if that is a function 
of the state—and the private com- 
pany supplying sleeping cars likened 
to private corporations furnishing 
railroad and utility service. 

The statement that it is the func- 
tion of the state to supply these serv- 
ices seems innocent enough; but it is 
of some importance. 

If it is true, it puts the advocates 
of government ownership and opera- 
tion in the guardian’s seat, so to 
speak. 


i the furnishing of railroad and 
utility service is a state or govern- 
mental function, the burden of proof 
as to the continuance of operation by 
private corporations would be on the 
advocates of private ownership. On 
the other hand, if it is well settled 
that the furnishing of railroad and 
utility service is not a governmental 
function, the burden of proof as to 
the feasibility of a change in favor 
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of government ownership and opera- 
tion would be on the advocates of 
such socialized enterprises. So the 
question is worth considering. 

Is the statement that the furnish- 
ing of railroad and utility service is 
a public function, accurate? 

Is it true? 

Certainly the statesmen of the 
Revolutionary period would not have 
subscribed to that doctrine. They 
were much too suspicious of govern- 
ments. They were afraid of them. 
The ideas of governmental functions 
entertained by the fathers of our gov- 
ernment were much more narrow or 
limited. Said Chief Justice Nott: 


“At the time of the adoption of the 
Constitution there probably was not one 
person in the country who seriously con- 
templated the possibility of government, 
whether state or national, ever descending 
from its primitive plane of a body politic 
to take up the work of the individual or 
body corporate. The public suspicion as- 
sociated government with patents of no- 
bility, with an established church, with 
standing armies, and distrusted all govern- 
ments. Even in the high intelligence of 
the convention there were men who trem- 
bled at the power given to the President, 
who trembled at the power which the Sen- 
ate might usurp, who feared that the life 
tenure of the judiciary might imperil the 
liberties of the people. Certain it is that 
if the possibility of a government usurping 
the ordinary business of individuals, driv- 
ing them out of the market, and maintain- 
ing place and power by means of what 
would have been called, in the heated in- 
vective of the time, ‘a legion of mercenar- 
ies,’ had been in the public mind, the Con- 
stitution would not have been adopted, or 
an inhibition of such power would have 
been placed among Madison’s amend- 
ments,” 2 


LN janeteeaend there has been a 
considerable change of opinion 
since that time as to what the legiti- 
mate functions of the government are 
or should be. As one writer has 
stated : 


139 U. S. Ct. Cl. 284. 


“In the days of the Revolution, it was 
thought that the end of the political society 
is to protect the life, liberty, and property 
of its citizens, and beyond this nothing 
more. The duty of the state was summed 
up in the protection of individual rights, 
in harmony with the individualistic char- 
acter of the philosophy of that day. In 
the theory of Lieber, this idea was broad- 
ened out, and, as he phrased it, the duty 
of the state is to do for man: first, what 
he cannot do alone; second, what he ought 
not to do alone; and third, what he will 
not do alone. In more recent times there 
has been in America a decided tendency 
to react against the early ‘protection theory’ 
of government, and to consider that the 
aim of the state is not limited to the main- 
tenance of law and order in the commu- 
nity and defense against foreign foes. In 
the new view, the state acts not only for 
the individual as such, but in the interests 
of the community as a whole. It is not 
limited to the negative function of pre- 
venting certain kinds of action, but may 
positively advance the general welfare by 
means and measures expressly directed to 
that end. This opinion is shared by such 
authorities as Woolsey, Burgess, Wilson, 
Willoughby, and others. To these think- 
ers it appears that the duty of the state is 
not and cannot be limited to the protec- 
tion of individual interests, but must be 
regarded as extending to acts for the ad- 
vancement of the general welfare in all 
cases where it can safely act, and that the 
only limitations on governmental action 
are those dictated by experience or the 
needs of the time.” 2 


Manifestly the furnishing of rail- 
road and utility service was not re- 
garded as a governmental function at 
the time the Constitution was adopt- 
ed and for many years afterwards, 
because such services were not then 
in existence. These great services 
were later invented, developed, and 
sold to the people on their merits, and 
most of them in the face of opposi- 
tion and competition. This was done 
by private enterprise. These services 
were not produced in the first instance 
by the government and turned over 
to private individuals as agents of the 
government to be expanded and ex- 





2 Merriam, “American Political Theories,” 
p. 315 
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tended for the use of the people. 
They are as much the fruit of private 
initiative as are reapers, tractors, mo- 
tor cars, trucks, or any other article 
of trade or commerce. 

If, then, the furnishing of railroad 
and utility service was not a function 
of the state originally, when did the 
government acquire that function? 

§ haw the telephone service for ex- 

ample. When Alexander Gra- 
ham Bell had been working for some 
time on his great idea, he went to see 
Professor Joseph Henry who, it was 
said, knew more about electrical sci- 
ence at that time than any other man. 
Henry told Bell that the latter had in 
his possession the germ of a great 
invention. 

Was Bell then performing a func- 
tion of the state? Was he merely 
permitted by the government to work 
out his idea on the theory that he 
could perform that function of the 
state better than the state itself could? 

Come along a little further to the 
time when the inventor strung a wire 
from his workshop to the basement in 
the building and spoke the well known 
words : 

“Mr. Watson, come here. I want 


+B 


you. 


q 


7 


To which Mr. Watson replied “I 
hear you. I can hear the words.” 

Were these two men then perform- 
ing a function of the government? 

Advance to the time when the 
first experimental telephone line was 
strung and operated successfully for 
experimental purposes. Were the 
pioneers who constructed that line 
and who were speaking to one another 
over the wire then performing a func- 
tion of the state? 

If not, just when did the state func- 
tion arise? 

Telephone service was not some- 
thing that was lying around loose. 
The people of the country had no nat- 
ural right to it. They had gotten 
along without it for years. It was 
not made a public utility without 
tremendous effort and sacrifices by 
the pioneers in the industry. Did the 
furnishing of telephone service be- 
come a function of the government 
from the moment the idea was con- 
ceived, or the invention patented, or 
only after its success and usefulness 
had been demonstrated ? 

Or did it become a function of the 
government at the time the compa- 
nies got the privilege of erecting their 
wires in the streets of the cities and 
the highways of the country? 


“It has been held that when a city goes into a commercial 
business, such as the furnishing of utility service, it takes 
upon itself the character of an ordinary commercial con- 


cern and to that extent ceases to function in its govern- 


mental capacity. 


Just to the extent it engages in a com- 


mercial enterprise or business, it acts in a private or what 
the lawyers call a ‘proprietary capacity’ as distinguished 


from a governmental capacity. 


This is the generally ac- 


cepted doctrine promulgated by the American courts, state 
and Federal, throughout the country.” 
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| ge of government owner- 
ship, speaking as pure theorists, 
would have considerable difficulty in 
answering any of these questions in 
the affirmative because neither inven- 
tion nor experiment nor usefulness 
nor use of streets are conclusive 
marks of distinction between public 
and private business to say nothing of 
the distinction between public or gov- 
ernmental functions and private busi- 
ness. 

We do not, however, need to specu- 
late about this, because the question 
whether any given activity is a func- 
tion of the state at any time in any 
country depends upon the law of the 
land. Anything can be made a func- 
tion of the government by the will of 
the people crystallized into law. So 
governmental functions in different 
countries differ. What might be a 
governmental function in Russia, for 
example, might not be a governmental 
function in the United States. 

What, then, has our law to say on 
this question of whether the furnish- 
ing of railroad and utility service is 
a function of the state? 


V 7 must bear in mind the distinc- 
tion between a public purpose 
and a public or governmental func- 


tion. Utility companies perform a 
public service in the sense that they 
serve the public. They cannot pick 
and choose their customers as can cor- 
porations engaged in private business. 
All persons within the company’s ter- 
ritory must be served if they comply 
with reasonable rules and pay their 
bills. The offer to serve is held out 
to the public at large. That is one 
of the fundamental distinctions be- 
tween public and private calling or 


business. Therefore, utility service is 
for a public purpose. 

The question as to what constitutes 
a public purpose has arisen frequent- 
ly when municipalities have attempted 
to build plants to supply utility serv- 
ice, because of provisions of the law 
that taxation can be levied only for 
public purposes. 

So the question might be whether 
the lighting of city streets is a public 
purpose within the meaning of the 
law forbidding taxation except for 
public purposes. It is conceivable 
that a court might hold that the light- 
ing of city streets would be a public 
purpose, but that the sale of current 
for domestic use would not be a pub- 
lic purpose within the meaning of the 
taxation law. There has been some 
conflict of opinion as to what does 
and does not constitute a public pur- 
pose within the meaning of the tax 
laws, but there are plenty of decisions 
which hold that the supply of utility 
service is for a public purpose. The 
weight of authority may be said to be 
in favor of that rule. That being so, 
it must be conceded that states and 
municipalities may go into the utility 
business if they so desire, notwith- 
standing constitutional provisions 
that money can be raised by taxation 
only for public purposes. 


uT that does not mean that the 
furnishing of railroad or utility 
service is a function of the govern- 
ment; or that the government, if it 
decides to engage in that kind of busi- 
ness, has any of the privileges which 
belong to it when it is exercising its 
governmental functions. 
The law is that a state or a mu- 
nicipality is not performing a public 
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What the Courts Say About Utility Service 
as a Governmental Function: 


ce HE well settled law is that the furnish- 
ing of railroad and utility service is not 

a governmental function. In supply- 
ing railroad and utility service a state or mu- 
nicipality is engaged in private business. Such 
is the law as it now stands. To say, there- 
fore, that the furnishing of railroad and utility 
service is a public function or the function of 
the state is to speak inaccurately. To say 
that it ought to be the function of the state 
is merely to beg a debatable question.” 





function when it undertakes to sup- 
ply railroad or utility service. 

In a Supreme Court case it was 
pointed out that municipal corpora- 
tions have a dual character ; that they 
exercise powers which are govern- 
mental and powers which are of a pri- 
vate or business character. In the 
one character, said the court, a mu- 
nicipal corporation is a governmental 
subdivision, and for that purpose 
exercises by delegation a part of the 
sovereignty of the state. In the other 
character it is a mere legal entity or 
juristic person. The court pointed 
out that in the latter character the 
municipality stands for the commun- 
ity in the administration of local af- 
fairs wholly beyond the sphere of 
public purposes for which its govern- 
mental powers are conferred.® 

In this case an early New York 
Court of Appeals decision was cited 
in which it was said: 


“The corporation of the city of New 
York possesses two kinds of powers: one 
governmental and public, and to the ex- 


$ Vilas v. Manila (1911) 220 U. S. 345, 55 
L. ed. 491. 


tent they are held and exercised, is clothed 
with sovereignty ; the other private, and to 
the extent they are held and exercised, is 
a legal individual. The former are given 
and used for public purposes, the latter 
for private purposes. While in the exer- 
cise of the former, the corporation is a mu- 
nicipal government; and while in the exer- 
cise of the latter, is a corporate, legal in- 
dividual.” # 

The distinction is well established 
between the responsibilities of towns 
and cities for acts done in their pub- 
lic capacity in the discharge of duties 
imposed upon them by the legislature 
for the public benefit and for acts 
done in what may be called their pri- 
vate character in the management of 
property held by them for their im- 
mediate profit or advantage as a cor- 
poration, although inuring ultimately 


to the benefit of the public.® 


I’ a city were operating a water- 
works for fire protection, it would 
be acting in a public or govern- 


mental capacity. It would not be 
held liable for negligence to the 
#Lloyd v. New Pa (1851) 5 N. Y. 369, 


374, 55 Am. Dec. ; 
. Oliver v. Worcester (1869) 102 Mass. 
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same extent as an_ individual. 

If, however, it were operating its 
waterworks for furnishing water for 
domestic consumption, that would be 
another story. The city would not 
then be performing a public or gov- 
ernmental function. It would be act- 
ing in a private capacity. 

So it has been held that the con- 
struction of a municipal electric light- 
ing system is not a governmental 
function.® 

Prior to the adoption of the Eigh- 
teenth Amendment the Supreme 
Court held that a state could control 
the sale of liquor by the dispensary 
system, but that when it did so it 
engaged in ordinary public business 
subject to Federal taxation.” If the 
state in doing that were performing 
a governmental function, it would not 
be subject to taxation. 


iy has been held that when a city 
goes into a commercial business 
such as the furnishing of utility serv- 
ice, it takes upon itself the character 
of an ordinary commercial concern 
and to that extent ceases to function 
in its governmental capacity. Just to 
the extent it engages in a commercial 
enterprise or business, it acts in a 
private or what the lawyers call a 
“proprietary capacity’ as distin- 
guished from a governmental capac- 
ity. This is the generally accepted 
doctrine promulgated by the Ameri- 
can courts, state and _ Federal, 
throughout the country.® 

Not long ago the city of New York 
wanted to build an elevated railroad 


SLos Angeles v7. Los Angeles Gas & E. 


Corp. (1919) 251 U. S. 32, 64 L. ed. 121. 
7South Carolina v. United States (1905) 
199 U. S. 437, 50 L. ed. 261. 
8 Logan City v. Logan Power & Light Co. 
(Utah, 1927) P.U.R.1928B, 410, 429. 
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structure in a certain street. The 
wires and poles of an electric com- 
pany were in the way. The city as- 
sumed that the electric company could 
be forced to make the change at its 
own expense. 

If the removal had been required 
by the regrading of the street or for 
any other purpose required for the 
use of the street by the public, the 
utility company would have had to 
stand the expense of removing the 
poles and wires, because the removal 
would have been for a governmental 
purpose. It could not be made to do 
so, however, if the city in building 
the railroad was acting merely in a 
private capacity. 

So the question was whether the 
city in building its elevated railroad 
was acting in a public or private ca- 
pacity. 

It would seem that if there is any- 
thing in the claim that the furnish- 
ing of utility service is a public or 
governmental function, this would be 
a good example of it because trans- 
portation service is a matter of great 
concern to the public. 

But the appellate division of the 
supreme court of New York state 
held that the law is reasonably well 
settled that when a city engages in 
the construction of a railroad of that 
kind, it is not performing a govern- 
mental act but is proceeding in a pri- 
vate or proprietary capacity; that the 
position of the city in this respect is 
no different from that of a private 
corporation or person.’ 


| ‘HE court of appeals of the same 
state also held that the city of 


®New York & Q. Electric Light & P. Co. 
z. New York, 221 App. Div. 544, P.U.R. 
1927E, 788, 224 N. Y. Supp. 564. 
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New York in constructing a subway 
for rapid transit under its streets does 
so in its private or its proprietary ca- 
pacity rather than in its governmental 
capacity. Judge Vann said: 

“In other words, the subway is a busi- 
ness enterprise of the city, through which 
money may be made or lost, the same as 
if it were owned by an ordinary railroad 
corporation. It was built by and belongs 
to the city as a proprietor, not as a sov- 
ereign.10 
A string of court decisions longer 

than one’s arm could be cited in sup- 
port of the rule discussed in the cases 
just referred to. It is sufficient, how- 
ever, to state that the well settled law 
is that the furnishing of railroad and 
utility service is not a governmental 
function as the advocates of govern- 
ment ownership would have the peo- 
ple believe. In supplying railroad 
and utility service a state or munici- 
pality is engaged in private business. 
Such is the law as it now stands. 


10 Re Rapid Transit R. Comrs. (1909) 197 
N. Y. 81, 90 N. E. 456. 


To say, therefore, that the furnish- 
ing of railroad and utility service is 
a public function or the function of 
the state is to speak inaccurately. To 
say that it ought to be the function 
of the state or that the state ought to 
engage in it as a private enterprise is 
merely to beg a debatable question. 


HERE is a great difference of 

opinion as to what the state 
ought and ought not todo. This runs 
from the views of the anarchist at 
one end of the scale who believes 
there should be no government at all 
to that of the communist at the other 
end who thinks that everything 
should be socialized. In between 
these extremes are all shades of color 
of belief. 

But in the United States, railroad 
and utility service is not a function 
of government—not yet. It is fair 
to say that whether it shall be made 
so is a debatable, but not a settled, 
question. 





Will Scientific Discovery Scrap the 
Power Plants That We Know Today? 
“Billions of dollars invested in the electric 


power industry of North America would vanish 
over night—if someone discovered the secret of 


atomic power. 


Much of this vast investment 


would be destroyed by the inventions of a tidal 
motor, or of a solar motor.” 


In these startling words does Dr. E. E. FRee, widely 


known scientist and technical consultant to several of the 
more important electric power corporations, introduce a sub- 
ject that is of growing interest to utility men everywhere, 
especially in these days of scientific discovery. If science 
can discover new methods of creating and transmitting power, 
what will happen to the present power plants? And to 
commission regulation? 


Just how large that “rr” looms in the survey of the future 
of the electric power industry will be told in a coming issue 
of Puptic UTILities FoRTNIGHTLY. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


Srnccair Lewis 
Battling novelist. 


LincoLN STEFFENS 
Writer and reformer. 


Frep W. SARGENT 
President, Chicago and North- 
western Railway Company 


Georce R. GRANT 
Attorney, New England Telephone 
and Telegraph Company. 


Joun Sparco 
Author and former socialist. 


Wiitiam H. Honce 
Vice president, Byllesby Engineer- 
ing and Management 
Corporation. 


Epwin GruHL 
Vice president, North 
American Company. 


Greorce W. Norris 
U. S. Senator from Nebraska. 


Cuares T. CaTEs, Jr. 
General counsel, Tennessee 
Public Service Company. 


—MONTAIGNE 


“Reform in general is all right. Individual reformers 
are all hell.” 


* 


“Sometimes it seems everybody has been thinking ex- 
cept the reformers.” 


ha 


“Nationalization of the power industry would be 
merely the first step toward the nationalization of all 
industry.” 


- 


“Neither Professor Dewey nor Senator Norris can 
alter the fact that human rights would be of little or 
no value in the absence of property rights.” 


. 


“The tendency inherent in private ownership is toward 
enterprise and expansion. The tendency inherent in 
public ownership is toward stagnation and decay.” 


* 


“What I would like to know is why a chain of utili- 
ties should be considered any more iniquitous than a 
chain of newspapers.” 


- 


“In 1913 the average cost of government per family 
was six times the average family electric bill; last year 
(1930) it was nearly fifteen times the average electric 
bill.” 

ie 


“Every school child in the United States who has fol- 
lowed in any degree the disclosures made by the Fed- 
eral Trade Commission knows that there is a power 
trust.” 

9 


“The government employee knows that there 
are many quicker and easier ways to get votes than to 
conduct a public business so cheaply and efficiently that 
it will show a profit.” 
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Jupson KiNG 
Director, National Popular Gov- 
ernment League. 


Epwarp N. NockeEts 
Legislative representative, Ameri- 
can Federation of Labor. 


Girrorp PINCHOT 
Governor of Pennsylvania. 


JAMES PoweELi 
Late editor and publisher of Iowa. 


Irwin S. RoSENBAUM 
Harvard School of Business 
Administration. 


“R. S.” in communication to The 
Wall Street Journal. 


Mitton R. STAHL 
Chairman, Missouri Public 
Service Comniission. 


Bruce BLIveEN 
Editor and author. 


“From now on we may expect to see the doctrine of 
‘state rights’ as to the power question pushed to the 
front. It is the blind behind which power trust poli- 
ticians will hide—or one of them.” 


¥ 


“Regulation is worse than a failure, because it lulls 
people to sleep. It chloroforms people with the idea 


that we have regulation; that we have a curb on monop- 
oly, which we have not got absolutely.” 


* 


“The public utilities issue has become so tremendous 
that it will elect Presidents, defeat governors, senators, 
and representatives, overturn political parties, and rev- 
olutionize the political map of America.” 


* 


“There are plenty of instances in American industry 
where mechanics, office boys, and day laborers have ris- 
en to the head of great enterprises, but I never heard 
of a letter carrier who became a postmaster.” 


> 


“The phrases ‘the public utility’ and ‘common carrier’ 
now represent a false classification which can be cor- 
rected only by a redefinition of terms. We 
suggest the use of a phrase such as ‘utility industrials.’ ” 


* 


“It is more than likely that the utility companies 
would by this time have been the leaders in a gradual 
rally of the stock market, had it not been for the vicious 
and violent crusade carried on by certain politicians 
against what they choose to call the ‘power trust.’” 


+ 


“It is not sufficient that one utility has satisfied its 
own conscience in the conduct of its business. Its inter- 
ests and its welfare are so bound up with the manner 
in which its brother is discharging his obligation that it 
is justified in constituting itself its brother’s keeper.” 


* 


“T look to see half the linotypers of the country out 
of work within a decade because of the teletypesetter. 
Transmission of photographs by wire or wireless, plus 
air mail, has put a national newspaper just around the 
next corner, one made up in New York each night, page 
proofs photographed and transmitted electrically to half 
a dozen key cities, the paper printed in each of them 
and distributed, partly by airplane, to the breakfast 
tables of a continent.” 
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The Problem of the Utility 
Employee’s Pension 


Should the state require the corporation to 
foot the bill—or should it pay it itself? 


By JOHN A. RYAN, D.D. 
PROFESSOR OF MORAL THEOLOGY AND INDUSTRIAL ETHICS, CATHOLIC UNIVERSITY 


HIS answer to the inquiry “who 
should pay the utility em- 
ployee’s pension”’ is based upon 
ethical rather than upon economic 
considerations. And it is _ broad 
enough to include not merely the em- 
ployees of public service companies, 
but employees of all corporations. 
The term “employee’’ itself gives 
the key to the answer. 


I N our industrial society, the typical 
employee expends all his earning 
power in return for wages. He has 
no other source of livelihood. If his 
wages were adequate, he could save 
sufficient money to provide for the 
usual hazards and contingencies of 
life, such as sickness, accident, old 
age, and unemployment. When his 
wages do not enable him to make 
these savings, the costs of providing 
for these contingencies must be de- 
frayed through some form of charity 
or through appropriations from the 
public treasury. This is the kind of 
industrial organization that we have. 


If the typical employee owned pro- 
ductive property which yielded him a 
regular income outside of his wages, 
it might conceivably provide him with 
the money necessary to take care of 
the expenses involved in or incidental 
to sickness, accident, unemployment, 
and old age. 

But we do not have that kind of 
industrial society. The life needs of 
the vast majority of wage earners 
have to be met either out of wages or 
out of charitable contributions, or out 
of money received from the state. 


N™* only a relatively small pro- 
portion of employees actually 
receive sufficiently high wages to pro- 
vide for the contingencies of the fu- 


ture. Undoubtedly, a scale of wages 
which would enable all the workers 
to make this provision for themselves 
on their own initiative and on the 
basis of their own investments would 
represent the best possible arrange- 
ment. It is always better that men 
should do things for themselves than 


749 





PUBLIC UTILITIES FORTNIGHTLY 


to have things done for them by other 
persons, or organizations, or institu- 
tions, or even the state. Self-help 
and self-provision are still and will 
always remain important elements in 
the development of personality. 

In the case of those whose wages 
do not suffice to make provision for 
old age, a pension system is greatly 
preferable to any form of charity 
or to maintenance in a poorhouse. 
Whether the employees should be re- 
quired to contribute to the pension 
funds in which they are later to par- 
ticipate is again a question of their 
wage rates. A certain proportior of 
the better paid undoubtedly could and 
should be required to make such con- 
tributions. In the average establish- 
ment or industry, however, the ma- 
jority receive only sufficient remun- 
eration to provide for current needs; 
a considerable proportion receive even 
less than this amount. 


B* far the greater part of funds for 
retirement pensions must be pro- 
vided either by the state or by the 
employer. 

Upon which of these should the 


burden be imposed? Normally upon 
the employer, for he is the industrial 
paymaster. He manages an indus- 
trial institution which turns out a 
product that the community wants 
and from the community he should 
collect prices sufficiently high to cover 
all the normal costs of production. 
In other words, the consumers should 
furnish sufficient money to pay for 
materials, distribution, and other ex- 
penditures involved in turning out the 
goods, together with adequate remun- 
eration for capital and labor. If the 
consumers are unwilling or unable to 


~ 


/ 


pay prices adequate to all these costs, 
they ought to go without the goods. 
An industry that cannot obtain these 
adequate prices ought to go out of 
business. It is a parasite upon the 
community. Neither the consumers 
nor the responsible producers of such 
goods can reasonably ask that any 
part of the costs should be imposed 
upon the state, or upon charity, or 
upon the workers in the form of an 
insufficient livelihood or insufficient 
provision for the hazards of life. 


_ getew the vast majority of indus- 
trial establishments cannot or will 
not voluntarily make provision for 
retirement pensions, they should be 
compelled to do so by law. Under 
such an arrangement, the funds would 
be collected from the consumers who 
buy the goods or services. This is 
normal and equitable. 

Until such a law is in operation, 
the state is under moral obligation to 
provide old age pensions. 

This obligation rests upon two 
grounds: 

First, upon the duty of the state to 
provide for the needy in the absence 
of adequate provision by other agen- 
cies. 

Second, upon the neglect by the 
state of its duty to compel industry 
to adopt retirement pension systems. 

Both of these considerations point 
to the conclusion that the obligation 
falls upon the state only conditionally 
and in abnormal situations. The nor- 
mal and reasonable arrangement 
would impose the burden upon indus- 
try and the consumer. 


\ \ 7 uat about the obligation of the 
railroads in view of the ruling 
of the Interstate Commerce Commis- 


50 








7 Se Ay 





PUBLIC UTILITIES FORTNIGHTLY 


other, to provide pensions for retired employees: have the 


The state 


q “Suppose that the stockholders fail, for one reason or an- 


latter no moral claim upon the state? 


is morally bound either to compel the railroads and utili- 

ties, by equitable legislation, to provide pensions for the 

retired employees or to include them in a public old age 
pension system.” 


e 


sion as described by Mr. Herbert 
Corey in his article in Pusiic UTIL1- 
TIES FORTNIGHTLY of September 
18th? 

The commission has decided that 
the cost of retirement pensions now 
in force may not be charged to pres- 
ent operating expenses. In other 
words, they may not be collected from 
those who are now receiving and pay- 
ing for services from the railroads. 
Present purchasers of railway serv- 
ices may, according to the Interstate 
Commerce Commission, be required 
to build up a fund out of which pres- 
ent employees may draw pensions in 
the future, but they may not be com- 
pelled to pay the pensions of men who 
are not now in active service. 

This position is entirely just. 
Those who have benefited by the serv- 
ices of a given group of laborers 
should have provided for the old age 
of that group. Those who come on 
the scene afterward and become the 
beneficiaries of services rendered by 
another group of laborers should not 
be compelled to undertake this bur- 
den. Their duty is to present em- 
ployees. For these only can they fair- 
ly be required to provide retirement 
pensions. 


HO then ought to pay the pen- 
sions of those employees who 
are now retired or for whom funds 
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were not set aside while they were in 
active service? 

The Interstate Commerce Commis- 
sion answers, in effect, “the stock- 
holders.” 

Here we must distinguish between 
stockholders and_ stockholders, be- 
tween railroads and railroads. Those 
roads that are sufficiently prosperous 
to pay normal dividends and at the 
same time take care of current pen- 
sion requirements are undoubtedly 
under moral obligation to adopt this 
course. As a continuing entity, a 
continuing moral person, a railway 
corporation is obliged to provide for 
the old age of all the employees who 
have served it during the greater part 
of their active years. And this obli- 
gation takes precedence over reserves 
for future dividends; for the right of 
labor to a livelihood is always su- 
perior to the right of capital to in- 
terest. 

Take, however, the case of the rail- 
road that will not be able to pay nor- 
mal dividends if it takes care of cur- 
rent pension liabilities. There is 
more than one such company in the 
United States. Are the stockholders 
morally obliged to forego their divi- 
dends wholly or partially in order 
that retired employees may receive 
pensions? Undoubtedly they are un- 
der such obligation. The ethical ar- 
gument for this proposition can be 
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stated here only in the briefest terms. 


A™ men have equal rights to get 
a living from the common 
bounty of the earth. This is the pri- 
mary right of property. The secon- 
dary right of property is that of hold- 
ing for one’s exclusive use and dis- 
posal some particular part of the 
earth’s surface or its products. This 
is what we call private ownership. 
Obviously this secondary right is in- 
ferior to the primary right and must 
be so exercised by its possessors that 
it will not prevent the exercise and 
enjoyment of the primary or common 
right. 

What this means in the concrete 
depends upon the nature of the indus- 
trial society. Always it means that 
those who control the goods of the 
earth and the means of livelihood 
shall permit others to have access to 
the common bounty on reasonable 
terms. In a system of private capital 
it means that the employers and the 
capitalists shall so deal with their em- 
ployees as to enable the latter to get 
a decent livelihood throughout life. 
This includes provision for old age. 
Stockholders who deny this good to 
their employees in order to get divi- 
dends for themselves are denying the 
fundamental right of property. 


H*” not the stockholders an 
equally fundamental right to 
get a livelihood through socially use- 
ful investments? 

They have a right of this general 


sort, but it is not equally fundamental. 
The right to interest on money is, 
for many reasons, not as firm or as 
exigent as the right to wages from 
labor. Moreover, the great majority 
of interest receivers are not entirely 
dependent upon that form of income. 
They have the earning power of their 
labor. In most cases their interest in- 
come is expended for comforts, lux- 
uries, or new investments. The re- 
tired employees must spend their pen- 
sions, for the most part, upon the 
necessaries of life. To put dividends 
before wages or before pensions is, 
therefore, to put the nonessential 
needs of the stockholders before the 
essential needs of the employees. Yet 
the latter have equal rights with the 
former to live upon the bounty of the 
earth. 

Suppose that the stockholders fail, 
for one reason or another, to provide 
pensions for retired employees: have 
the latter no moral claim upon the 
State? 

Undoubtedly they have as good a 
claim as any other group of needy 
persons whose earning days are past. 
The state is morally bound either to 
compel the railroads, by equitable 
legislation, to provide pensions for the 
retired employees whom we are now 
discussing, or to include them in a 
public old age pension system. 

For the reasons stated in the early 
paragraphs of this article, I believe 
that the former is the more equitable 
arrangement. 





The Right of a State to Regulate Intercorporate Relations 


Wu the regulatory situation in New Hampshire lead to another 

Smyth v. Ames case? What the principles involved are, and how the 

case stands at the present time, will be described by WiLL1AM W. Tir- 
RELL, in the next issue of this magazine—out June 25th. 
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What Investment Trusts 
Are Doing to the Utilities 


Are the “investigators” planning to manacle the 

investment trust and public utilities together, and 

bring them into the court of politics as in some 
way partners in crime? 


As told to 
FREEMAN TILDEN 


HERE is a spry young man hoof- 
ing the byways of my territory 
at the present time, selling 
stocks. He is a plausible ignoramus; 
and if there is any human being that 
can wreak more woe in the invest- 
ment world than a glib jackass, I 
don’t know the species. I don’t think 
he is dishonest. His speciality, nat- 
urally, is “taking people out of” cer- 
tain investments they now own, and 
“putting them into” certain stocks he 
is peddling. He travels for a firm 
which, without being exactly shady, 
has not acquired any great reputation 
either for sagacity or soundness. He 
deals in unlisted stocks exclusively. 
There is nothing wrong with unlisted 
stocks, per se. There are some very 
good ones. There are some perfectly 
sound houses that deal in them. 
But they also furnish a peculiarly 


luscious field for shoestring mer- 
chants, with their offices in their hats. 


HE country banker can follow 

the trail of one of these pests, 
through his sphere of influence, just 
as clearly as though an elephant had 
been parading through a muddy lane. 
A few days after the appearance of 
one of these gentlemen, the bank cus- 
tomers begin to drop in casually and 
ask whether we don’t think Lim- 
burger Incorporated isn’t a pretty 
good buy at the present price. The 
customer, nine times out of ten, isn’t 
really looking for advice; he or she 
is looking for moral support and for- 
tification. He has already bought the 
stock, and now comes to us hoping 
that we shall abet him after the fact. 
They are like children who ask mam- 
ma whether it would hurt anyone to 
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eat those pink pills that were on the 
top shelf. Mamma knows at once 
that said pink pills have already been 
eaten. 

Once in a while, however, some- 
body has the rare intelligence to ask 
for advice or information while it 
might do some good. 


| ie instance, a few days ago a 
widow in our town came in to 
see me. She was all bothered about 
a brilliant idea; I could see that. I 
knew at once that she had been fav- 
ored with a call from the brisk sales- 
man aforementioned, and my conclu- 
sion was that she had gone and done 
it. But she hadn’t. She was almost 
persuaded, but decided to talk with 
her banker first. 

This woman’s husband had been a 
prudent, industrious man. He never 
got high wages, but he managed to 
leave her some insurance, some sav- 
ings bank accounts, and a limited 
amount of common stock in dividend- 
payers; and there wasn’t a flaw in his 
investment scheme; no banker could 
have been more cautious. The widow 
swapped $1,000 of the savings bank 
money for some stock in a bituminous 
coal mine, which was not bad at the 
time, but turned sour afterward, and 
this taught her a lesson. Altogether 
she is a sensible woman. But two of 
her old reliable dividend-payers have, 
during the past year, cut their pay- 
ments to stockholders in half, and one 
has passed. This has hurt her feel- 
ings more than her pocketbook, and 
she has been wondering whether she 
was holding the right stocks, after all. 

Such a situation is always a well- 
manured field for sowing “switch” 
proposals. 


HE salesman, I found, was pro- 

posing that she should sell her 
whole list and buy a certain invest- 
ment trust stock. He used the ster- 
ling old argument that this is no time 
to have all one’s eggs in a single bas- 
ket, or even in a half dozen baskets. 
Spread the risk, he declaimed, by go- 
ing to an investment trust, of his 
brand, which covers the whole range 
of national business activities, rails, 
public utilities, oil, and equipments. 
The British investors have tried the 
investment trust and found it good. 
The management knows better than 
the individual investor what and when 
to buy, how to get the half-Nelson 
on the market at the proper time, 
what should be sold, and when. I 
won’t go further into details; it has 
all been told. 

To make a routine story as short 
as possible, I will say that I scotched 
this brilliant idea, and the widow is 
clinging to her old list, which, by 
the way, included one nearby public 
utility which has made a better show- 
ing in 1930 than in the previous year, 
and which has a good statement for 
the first quarter of this year. 


UT as a result of this, and two 

other rather similar visits, I got 
to thinking over the investment 
trusts, for the thousandth time, not 
only from the viewpoint of the in- 
vestor but also as they may have a 
bearing on the health of the com- 
panies whose stocks they acquire, in- 
cluding public utilities. 

I am prejudiced against the invest- 
ment trusts; let me say that at the 
outset. I am not prejudiced against 
the underlying idea. But I looked 
with horror upon the guinea-pig mul- 
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The Investment Trusts Are Scheduled for Political Investigation— 
and the Utilities May Be Tied to Them 


“T F | were running a sound little utility, I 


would, at this moment, be afraid of 
politics. But I’m not sure that I should not = 
be equally afraid of being favored by the at- [y+ N 
tentions of some of these investment trusts. * 
The utilities are in danger of being made the ce, Jiate 


next football of the demagogues; but the in- 





























vestment trusts are CERTAIN to be; and it will 
be unfortunate if these two are manacled to- 


gether.” 





tiplication of these trusts in 1928 and 
1929, a period when any half-baked 
“financiers” could set up a scheme for 
drawing public money into a pool for 
the purchase of stocks at prices that 
we now know to have been in many 
cases fantastic, if not worse. I told 
my customers to lay off these trusts 
then, and I say the same today. 

I do not lump them all together. 
Some are better than others. A few 
date back to a period before the bal- 
loon of asininity began to ascend; 
you will find that those are the most 
solvent of all. Nearly all were floated 
with a degree of good faith; though 
with poor judgment. A few of them 
were idiotic, and a few were crimi- 
nal. In comparatively few cases did 
the buyer really know what he was 
buying. You may say that it was his 
own fault if he didn’t. 

Is that so? Listen to this, from 
Richard Whitney, the president of the 
New York Stock Exchange: 

“Dangers in regard to fixed invest- 

ment trusts are concealed. It is im- 

possible for anybody except an expert 


accountant who also has legal know!l- 
edge to analyze the numerous and 


complicated documents used to creat 
these trusts.” 


i Banrsnn is no space here to indi- 
cate how the buyers of these 
shares have been hoopled, but I sug- 
gest that everyone concerned be sure 
to read and digest the speech made by 
President Whitney before the Phila- 
delphia Chamber of Commerce the 
last week in April. 

It is no secret that a whole bouquet 
of these flowers that bloomed in the 
spring, tra-la! are sick abed with 
what ails them; and if this depression 
period goes along a while longer, the 
investment trust funerals are going 
to become more numerous and expen- 
sive. 

But what of the other side—the 
fortunes of the companies whose 
stock has been made a part of the 
great Hermann juggling act? 

Let us see what happens when the 
investor, in my own neighborhood, 
deserts his true and tried personal 
ownership of stocks, to put his wad 
in the hands of these giants of intel- 
lect who are going to invest it for 
him in a panic-proof collection. 
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o Bes favorite stocks in my locality 
are American Telephone, Pull- 
man, United Fruit, Consolidated Gas, 
New England Telephone, and some 
others, including Swift. These hold- 
ings, as a rule, date back a good many 
years. They are even handed down 
in families. We have been through 
a bitter period for nearly two years, 
yet I don’t find that the holders of 
these stocks are crimped very much 
as yet. The dividends, for the most 
part unreduced, are still coming 
through. I should regret to tell you 
what has happened to some of our 
people who bought investment trusts 
while the bloom was on the peach. 
Some of them are wondering whether 
the next dividend check will arrive be- 
fore the undertaker. Eggs in one 
basket! Don’t laugh, the poor fel- 
lows are ill. 


But you see how they are begin- 
ning to hook up the public utilities 
and the investment trusts together, as 
some things that need to be investi- 
gated by Congress. Oh, yes they are, 


and not without reason. It was no 
accident of juxtaposition when Pro- 
fessor William Z. Ripley of Harvard 
advocated before the Senate Banking 
Investigating Committee in February 
“Federal control looking to full pub- 
licity of financing of all investment 
trusts and public utilities companies 
engaged in interstate commerce.” 
“One of the cardinal weaknesses 
of the investment trust plan,” said 
Professor Ripley, “is that when it is 
tied in with banks and brokers it of- 
fers a great temptation to use the 
trust as a wastebasket in which to 
place something which cannot be 
placed in the hands of the public suc- 
cessfully.” And note this: “I would 


extend the Federal control to all se- 
curity companies making an appeal 
to the public and doing business in 
some way affecting interstate com- 
merce.” 


D OEs this mean that a public util- 
ity company, doing an intrastate 
business, would be swept into the 
field of observation of the investiga- 
tors if an investment trust should in 
the open market acquire what would 
be taken to mean a de facto control? 
Except in the case of small and 
closely held corporations, there is 
nothing to prevent such acquisition of 
control. We have seen how a so- 
called investment trust has acquired 
a fire insurance company, without 
really desiring that company, but be- 
cause, with its control came the de- 
sired end—control of a bank. Just 
what is or is not within the range of 
the Interstate Commerce Commission, 
nobody can say, even now. It seems 
to have a way of extending its powers 
as it thinks it needs extension. To 
“extend the Federal control to all 
security companies making an appeal 
to the public” presumably means ex- 
tending that control to whatever is 
controlled by the investment com- 
pany. 
H™ we are speaking obviously of 
management trusts, which, as 
President Whitney remarked, “be- 
came unpopular in 1930.” 

“Became unpopular’ is a very gen- 
tle way of stating it. They began to 
smell. To ask the public to subscribe 
to a plan that has as its purpose the 
limitation and minimization of risk, 
and thereupon to submit it to new and 
greater risks, charging liberally for 
the service, is, indeed, one way to be- 
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come unpopular when business goes 
flat. Any fool could run a success- 
ful investment trust in flush times, 
with a constantly rising market, by 
remaining reasonably honest, taking a 
liberal miller’s toll, and buying blind- 
folded. The investment trusts with 
the highest degree of safety, and the 
greatest net return to the investor over 
any long period of years, remain— 
the savings banks! 


iy the nature of things, assuming 
that the utilities dispensing light, 
heat, and power, continue to widen 
their sphere of public service, they 
have to come again and again to the 
public for money for financing and 
refinancing. In the past few years 
such utility companies have achieved, 
and still retain, a high average stand- 
ing in the investment world. Their 
stocks are widely held by their own 
employees and by the public they 
serve. No more healthful condition 
could be imagined. A utility com- 
pany with a long list of two five and 
ten-share stockholders, all users of 
the commodity, has an asset greater 
than that represented by its surplus 
account. We now have a pretty ac- 
curate measure of the relative desira- 
bility of utility stocks; we can sepa- 
rate the sheep from the goats, or the 


fat sheep from the lean ones. Give 
some bounding gentleman with a 
swelled head and a surging notion of 
the income he should have, an oppor- 
tunity to inveigle public investment 
money into a trust he wants to form, 
with a loading charge as great as his 
cheek dares to make it; what is his 
temptation? By creating a_back- 
ground of sound utility stocks, he 
may then introduce a few lame ducks, 
very profitably to himself, and lay 
the whole structure open to suspicion, 
to “Federal control”—-whatever that 
portentous thing may prove to be, to 
the loss of his investors, to the dis- 
credit of good companies, and the 
(worst of all) a general undermining 
of confidence in stock purchases. 

Temptation? In some cases, al- 
most a certainty. 


I I were running a sound little 
utility, I would, at this moment, 
be afraid of politics. But I’m not 
sure that I should not be equally 
afraid of being favored by the atten- 
tions of some of these investment 
trusts. The utilities are in danger of 
being made the next football of the 
demagogues; but the investment 
trusts are certain to be; and it will 
be unfortunate if these two are 
manacled together. 





The Inarticulate Utilities 


7? the face of increasing attacks from politicians who are striving 
to make the “Power Question” a major campaign issue, the utility 
In the following number of this 
magazine CHESTER T. CroweLL—who is an experienced journalist— 


industry remains practically silent. 


raises a timely and pertinent query: 


Does the industry propose to 


stand dumbly aside while its destinies are being decided in the Court 
of Public Opinion—or will it confront the issue squarely and present 
its case? 
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As Seen from the Side-lines 





E are inclined to believe the elec- 

trical industry does not make 

enough of its personal, human elements. 
* * 

TuE columns of our technical maga- 
zines are cluttered with watts, kilo- 
watts, amperes, turbines, generators, 
and a mass of mysterious mechanical 
figurations calculated to incite our imag- 
ination but which actually befuddle and 


bewilder. 
* * 


TAKE the case of the United States 
army. Its propagandists are pleased to 
picture the heroic figures, with brave 
mustachios, who drank their whisky 
straight, rattled the sabres, and caused 
the ordinary fellow to shake in his 
boots. 

* * 

RaRELy a word from the army about 
Walter Reed or his Irish-American 
colleague who exposed himself to the 
bite of the Cuban mosquito that the 
germ of yellow fever might be isolated 
and the lives of millions ultimately con- 
served. We get to picture the army as 
an organization of killers, when, as a 
matter of fact, its works against the 
tropical diseases, in periods of earth- 
quake horrors and in combatting the 
flood waters, have really been among 
the finest demonstrations of life saving 
that the country has seen. 

* * 


It is quite easy for us to draw a pic- 
ture of our lesser virtues that leaves the 
canvas futile; it is quite easy for us to 
pen the history that gives to posterity 
entirely inaccurate impressions. 

* * 

Epison, Steinmetz, and Owen Young 
are outlined to us in ways that evidence 
they possess somewhat human qualities, 
but the industry is laden with striking 
figures of whom too little is heard and 
whose stories are epic. 


TAKE the case of Charles L. Edgar, 
president of the Edison Electric Illumi- 
nating Company of Boston these last 
thirty years and dean of the electric 
light industry in New England. 

* * 


His corporation takes pride in the 
fact that it was he who introduced the 
system of accurate meter reading in this 
country. His company has grown un- 
der his leadership from $100,000 to be 
a giant with a capital investment in ex- 
cess of $170,000,000 and with an an- 
nual business of more than $30,000,000. 

* * 

WHEN he took hold, it served a small 
part of the city of Boston; today it 
serves forty-nine cities and towns, an 
area of 600 square miles. 

* * 

HE initiated the revolutionary prac- 
tice of operating two or more electric 
generators in parallel, driven by one 


steam engine. 
. 


HE created the first electric generat- 
ing station to be located on tidewater 
where there was an abundance of 
water for condensing purposes and 
where coal might be received directly 
from ships. He was the first to install 
large-sized Corliss engines directly con- 
nected to the electric generators, a 
method then condemned as fantastic, 
now accepted everywhere as practical 


and economical. 
* A 


HE installed the first storage battery 
system to insure continuity of service, 
particularly of street lighting during 
serious, damaging storms. He was the 
first to use transmission lines to con- 
nect generating stations, better to serve 
the customers and more to reduce the 
number of spare generating units. 

* * 

OnE of his innovations was of build- 

ing substations, where the high voltage 
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was transformed to suit the customers’ 
use. He introduced the windowless 


building, ventilated and artifically light- 
ed. He originated the first commercial 
installation of high pressure steam gen- 
erating machinery. 

* * 

Very much to Mr. Edgar’s credit, all 

of it, no doubt. 

-_ 


* 
But what a familiar ring it has! 

* * 
PERSONALLY, we like Mr. Edgar the 


better because: 
* + 


HE instituted an unusually liberal 
and conclusive pension system for his 
employees, eighteen years ago, at a time 
he might have been described as a 
“radical” and won the penalty of being 
scoffed at for his “paternalism.” 

* * 

HE created the “Order of the Red 
Seal,” which provides life-long pensions 
for employees over fifty years of age 
who have completed fifteen years of 
continuous service. 

* x 

He established free educational 
courses for his employees anxious to 
improve their status. 

* * 

He supplied regular medical and 
dental examinations for all employees. 
* * 

HE provided savings funds to en- 
courage thrift among them. 

* * 

He furnished comprehensive and 
adequate recreational facilities, open to 
all the workers at their great plants in 
the city of Boston. 

* x 

It is said of Mr. Edgar that he was 
not utterly and completely philanthropic 
in these matters, that he was motivated 
by a belief that a happy and contented 
employee is just as important to the 


success of a large public utility corpora- 
tion as the mechanical devices which 
provide the service which the company 
sells. That, mind you, is a statement 
which Mr. Edgar permits to be made 
in order that his social service contri- 
butions may not be interpreted as mani- 
festations of a lavish generosity and a 
superabundant social instinct. 
* + 

Suc a social attitude needs neither 
apology nor defense. Life is made up 
of individuals who may be potboilers, 
scrubwomen, garbage cleaners, skilled 
artisans, bank presidents, or utility mag- 
nates, but all of whom are put here by 
means beyond their control, who are 
taken from here by a power beyond 
their control, and who are entitled to 
derive equal shares of happiness and 
contentment during their brief existence 
upon this sphere. 

* * 

ANYONE who contributes to that 
happiness is entitled to gratitude. The 
man in the highest spots have the great- 
est responsibility to contribute to it, and 
are too frequently the very ones who 
fail to heed that obligation. 

* * 

FRANKLY, I would much prefer to 
read the story of a “Golden Rule” Ed- 
gar who disbursed some happiness to 
his fellows than the story of any cold, 
mechanical genius who evolved some 
technical system of making one rivet 
do the work formerly done by two. 

* * 

TaLes of human emotions are easy 
to the eye in this eye-lazy world of 
superficial readers. Such tales produce 
public codperation, and public codpera- 
tion means dollars and cents to the cor- 
porations, in the long run. 


frie Fo Rental 





ANY critics overlook the fact that the trouble that bothers them 


may be with themselves. 


over the furniture because he has stubbed his toe on it. 


You know a man will sometimes kick 


But the 


trouble was not in the furniture. 
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WHAT READERS ASK 


Out of the mail bag of the editors have come these 
questions; because they touch upon subjects of broad 
interest to those in the public utilities field, they have 
been selected for publication—-together with the an- 
What questions do you want to ask? 


swers. 


QUESTION 
Have creditors a right to object to 
a public utility consolidation? 


ANSWER 


The rule, as announced by the California 
commission in Re United Light & Power Co. 
(Cal.) P.U.R.1915C, 807, is that the approval 
of a plan of reorganization and consolida- 
tion of public service corporations should not 
be withheld on the objection of creditors of 
a company interested through stock owner- 
ship in the companies proposed to be reor- 
ganized; that assets to which they look for 
relief may be placed beyond their reach, par- 
ticularly in a case where there is no value 
in the stock so owned. The Commission 
pointed out that creditors have recourse to 
the proper tribunals to protect whatever 
tights they may have in the matter. The 
same position was taken by the New Hamp- 
shire commission in Re New Hampshire 
Power Co. P.U.R.1924B, 377. 


7 


QUESTION 
A customer owes a public utility 
money for merchandise. Can the 
company discontinue service to en- 
force payment of this bill? 


ANSWER 


The rule has been established that discon- 
tinuance of service on the ground of a con- 
sumer’s indebtedness to the company should 
be limited to discontinuance for indebtedness 
for actual service and not for merchandise 
purchased. This is in harmony with the rule 
that merchandise selling is not a public util- 
ity function and the utility is not compelled 
to extend credit for merchandise. See Re 
Cape May Illuminating Co. (N. J.) P.U.R. 
1919B, 46; Middleton v. Cumberland County 


Gas Co. (N. J.) P.U.R.1920B, 237; Wyom- 
ing v. Luzerne County G. & E. Co. (Pa.) 
P.U.R1922A, 48; Public Service Commission 
ex rel. Seattle v. Seattle Lighting Co. 
(Wash.) P.U.R.1915B, 135. 


e 


QUESTION 

Is mere size a proper objection to 
a consolidation or purchase of public 
utilities? 

ANSWER 

The mere size of a public utility that will 
result from a consolidation is not a valid 
reason for condemning it, says the Nebraska 
commission in Re Continental Gas & Electric 
Corp. P.U.R.1926D, 711. Unified operation 
is generally advantageous, it was said, and 
in the case of electric public utilities the 
opportunities for production of current in 
large quantities in one place with an attend- 
ant opportunity to sell that current is dis- 
tinctly beneficial. Whether the benefits are 
corporate only or both corporate and public 
depends aoe the spirit of the corporation 
and the efficiency of regulation. This opin- 
ion is supported by the decisions in Re East- 
port Water Co. (Me.) P.U.R.1929E, 136; Re 
Consolidated Gas Company of New York 
(N. Y.) P.U.R.1928E, 19. 


e 


QUESTION 
Does the fact that a customer has a 
deposit with a public utility affect the 
right to deny service for nonpayment 
of bills? 
ANSWER 


Service may be discontinued to enforce 
payment notwithstanding the fact that a pub- 
lic utility holds a customer’s deposit, accord- 
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ing to rulings in Pilchard v. Pacific Gas & 
Electric Co. (Ariz.) P.U.R.1916B, 714; 
Byrne v. Fayette County Gas Co. (Pa.) 
P.U.R.1916E, 697. The theory seems to be 
that application of the deposit to the bill 
would deprive the utility of security for 
service furnished thereafter. 

It was held in Re Consumers Co. (Idaho) 
P.U.R.1923A, 418, however, that the utility 
must first exhaust the deposit before dis- 
continuing service. 


7 


QUESTION 

Can a public utility company make 
bills for service a lien on a customer's 
property? 

ANSWER 

It has been decided that a public utility 
cannot make bills a lien on property. East 
Bakersfield Improvement Asso. v. San Joa- 
quin a & Power Co. (Cal.) P.U.R. 
1916C, 830; Re Bay City Water Co. (Ore.) 
P.U.R.1924E, 653. 

Municipalities operating public utility 
plants have, however, frequently been given 
authority to make utility bills liens on land, 
to be collected in the same way as taxes. 


e 


QUESTION 
What has been the increase in the 
average rate of fare for electric rail- 


way service in American cities dur- 
ing the past decade? 


ANSWER 

(This question was referred to Guy C. 
Hecker, general secretary of the American 
Electric Railway Association; here is his 
reply.) 

Electric railway fares have increased as 
shown by the following statement giving the 
average rate of cash fare charged by electric 
railways, based on rates in effect in 247 cities 
in the United States which have, according 
to the 1920 Census, a population of 25,000 or 
more. 


December 31, 1917 ......... 5.0486¢ 
= Ws SE 0scseeees 5.5 
i ee 6.1513¢ 
sf ki ae 7.1174¢ 
5 Ss ee 7.2470¢ 
: |e aaa. 7.2716¢ 
. | eee 7.3223¢ 
eae 7.5 
4 . ae 7.7150¢ 
ik Ss SE osu xdcawe 7. 
"= cS eee 8.1077¢ 
“ cf. 8.3021¢ 
= | fee 8.4356¢ 
' i: BED son deaees 8.5895¢ 


From these figures it will be seen that the 
average cash fare in December, 1920, was 41 
per cent higher than in December, 1917; in 
December, 1925, it was 52.8 per cent higher 
than 1917; and in December, 1930, 70.1 per 
cent higher than in 1917. 
—Guy C. Hecker. 





If Reports Are To Be Believed— 


A ToTAL of $28,000,000,000 is invested in public utility enterprises in 


the United States. ‘ 


* 


THE air transport utilities in this country are now rated as a 


$500,000,000 industry. 


4 


* 


Paris still retains 44,588 gas street lamps, and hires 138 lamplighters 


to turn them on and off. 
* 


* 


Summer, which formerly brought an increase in the number of street 
railway passengers, now brings a decrease. 


ae 


* 


In Japan they have “lucky” and “unlucky” telephone numbers. Un- 
popular ones are assigned to police stations. 
* 


* 


WHENEVER a serious accident occurs on the government-owned rail- 
roads of Soviet Russia, all members of the train crews are lined up 


and shot. 
* 


* 


Berxin’s electric power companies passed into private ownership 
when they were sold to American investors for $132,000,000. But the 
city kept $7,000,000 of the stock and will retain a half of the profits 


above a specified sum. 
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What Others Think 





The Value to the Utilities of Uncensored 
News Correspondence from the Capitol 


“MI* President, I have not the 
power to adequately describe 
my contempt for the author of this 
article, but if I were not prevented by 
the rules I would here refer to him by 
words, the initials of which you will 
find on the door knobs of the Senate 
Office Building.” 

The forum of this eloquent passage, 
as one might guess, was the floor of the 
United States Senate; the speaker was 
the gentleman from South Carolina, 
Senator Cole Blease, and the writer re- 
ferred to was Mr. Frank R. Kent, the 
brilliant columnist of the Baltimore Sun 
and the political iconoclast of America 
in general. 

Mr. Kent treasures many other flat- 
tering compliments as a result of his 
invective scrivening. Tom Heflin called 
him, among other things, a “hickory- 
headed screech owl,” a “fuzzy breasted 
chestnut worm,” and a “little doodle 
bug on an ant hill.” Mr. Heflin also 
accused him of being a minion of the 
Pope. Mr. Raskob, irked by Kent’s 
criticism, intimated that he was an arch- 
Klansman bent upon scourging Catho- 
lics from public life. 

Mr. Jouette Shouse, ired by Kent’s 
splendid appreciation of the effective 
propaganda activities of the Democrats’ 
head publicity agent, Charles Michel- 
son, called Mr. Kent a “Hoover spokes- 
man, hiding under a jackass’ skin.” 
The most orthodox of all Republicans, 
however, Senator Simeon Fess, said 
that Mr. Kent was a wet Democrat on 
the payroll of the anti-prohibition asso- 
ciations. 


N the April 25th issue of Editor & 
Publisher, Mr. Kent recounts many 
more instances of how he has been 
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called names by both sides of the politi- 
cal battlefield and furthermore how 
this supersensitivity, sometimes called 
“thinskinitis,” is not always confined to 
old time politicians. Even utility execu- 
tives have been known to suffer from 
it. Mr. Kent recalls one instance of a 
railroad president who had been at- 
tacked by Kent for purely political 
misdemeanors. He retaliated by declar- 
ing that his critic was on the payroll of 
the Baltimore & Ohio Railroad. 

_The most important point in Mr. 
Kent’s analysis of the politician’s re- 
action to newspaper criticism is his 
suggestion that in this we may really 
have the key to the problem of chasing 
the unfit from public life. He says: 


“It’s a great game to write about them 
as they are and not as they want to pre- 
tend they are. I don’t think I am malicious 
and I don’t think I am naturally of an 
unkind disposition. However, as a news- 
paper man for thirty-one years, it has al- 
ways rasped me to have politicians whom 
newspapermen know to be cheap, use the 
newspapers to pose as important and noble. 

“There are more of them getting by with 
that over here, of course, than anywhere 
else, and my belief is that it would be 
better for them and better for the govern- 
ment and better for the country as a whole 
if the Washington correspondents were 
permitted to be a little more critical, given 
a freer hand to express their feelings about 
the humbugs, fakers, frauds, and fools with 
which the Capitol is thickly cluttered and 
with whom he comes into daily contact. 
I think if that were so, many of those who 
are here would not last long; those who 
lasted would have less effect; the better 
grade men would count more, and the gen- 
eral tone of the public business be raised.” 


SB key to the problem, then, is for 
our newspapers back home to give 
their Washington correspondents more 
leeway. Let the folks at the crossroads 
who worship Senator Micawber find 
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out from one who knows and is compe- 
tent to judge just what is behind this 
politician’s loudly alleged devotion to 
the people’s cause and what it amounts 
to on Capitol Hill, and the Senator 
would be found more often in his 
library and less often on the speaker’s 
platform. The first question Mr. 
Kent’s plan raises, however, is whether 
or not the Washington correspondents 
are any better judges of what is right 
or wrong, than the average politician 
himself. Mr. Kent thinks that they are. 
He states flatly that press gallery ethical 
standards are much higher than con- 
gressional standards, and adds: 


“They have seen many administrations 
come and go. Presidents and cabinet of- 
ficers, senators, diplomats, are incidents to 
them. They are the one permanent and 
stable group in the Capitol. The knowl- 
edge, background, and experience which 
they have thus accumulated seems to me 
not fully utilized by the papers they serve 
unless a wider scope is given them to write. 

“Better than anyone else they ought to 
be in position to have a judgment about 
the men here. It is a judgment that ought 


to be expressed. It is a judgment to which 
the readers of their newspapers are entitled. 
It is a judgment which they express freely 
in private conversation, but they don’t write 
it, because their papers either don’t give 
them time to write it, or don’t seem to 
want it.” 


ERE is a tip for the utility execu- 

tives who are suffering from 
acute or prolonged persecutions of the 
demagogues. If demagogues can be 
driven from office or made to climb 
upon a water wagon of political honesty 
by means of uncensored criticism from 
Washington correspondents, then it be- 
hooves these executives to use the in- 
fluence with the press that they are 
accused of having, and to use it in a 
way which will persuade the managing 
editors of the papers back home to let 
the correspondents’ copy sent in from 
Washington go to the printer unmarked 


and unclipped. 
—F. X. W. 


PuLLING THE Covers OFF PoLiTicIans. By 
Frank R. Kent. Editor & Publisher. 
April 25, 1931. 





Another State Utility Inquiry Is Launched 


pei investigations are in vogue 
right now, and like every other 
fashion, it is sometimes difficult to dis- 
tinguish between the originals and the 
copies. The New York investigation of 
two years ago was an original one— 
that is to say, it resulted from charges 
that the regulatory system showed 
signs of cracking. 

The New York investigation was en- 
tered into with an honest desire to cor- 
rect certain defects that were revealed 
by the mouths of the New York public 
service commissioners themselves. A 
thorough investigation was had in 
which more real information was 
gathered concerning the problems and 
possibilities of regulation than had ever 
before been accumulated. The recom- 
mendations of both the majority and 
the minority of the investigating com- 
mission constitute a distinct contribu- 
tion to the science of utility regulation. 


SR. grandfather of all utility in- 
vestigations, the Federal Trade in- 
quiry, was another honest attempt to 
prove or disprove certain specific charg- 
es which, if true, would indicate grave 
abuse in the operation of our public 
utilities. This too, notwithstanding its 
tiresome monotony, promises to produce 
valuable and certainly exhaustive in- 
formation. 

The Pennsylvania inquiry was some- 
what less genuine because it was chiefly 
an attempt by the governor of that state 
to settle a long-standing personal score 
against the incumbent public service 
commission. The charges were less 
specific*and the evidence thus far ad- 
duced proves more than anything else 
that there is more ill will than corrup- 
tion in Pennsylvania regulation. 

Every now and then, however, there 
is an investigation that is, to use Broad- 
way parlance, “a total flop.” Three 


763 





PUBLIC UTILITIES FORTNIGHTLY 


years ago, the Michigan legislature 
caught by the spirit of the investigating 
epidemic, resolved to investigate its 
commission. A committee was appoint- 
ed. Testimony was taken. The com- 
mittee could find nothing wrong and 
sent in a report to the effect that every- 
thing was all right, that the state com- 
missioners were great fellows, and that 
the committee should be excused from 
further bother about nothing. The re- 
port was accepted, the committee was 
thanked, the commission was praised, 
and so ended another inquiry. The 
same thing happened in California some 
years ago. 


ae latest state investigation—that 
‘& in Alabama—has all the earmarks 
of turning out to be another dud. It 
was started by the adoption of a resolu- 
tion by Representative Kelly in the 
Alabama house. The preamble recites 
that “there is a persistent belief in the 
minds of many Alabamans that rela- 
tions of electric light and power con- 
sumers to producers of electric light 
and power are not what they should be.” 
There were other vague “whereas” 
clauses followed by a resolution to es- 
tablish a committee of five to consider 
“all questions involving property values, 
tax valuations and taxes paid, stock 
values, charges and costs for electric 
current produced in Alabama, or sold in 
Alabama.” 

If the Alabama investigation is really 
after something tangible, it is not re- 
vealed in the Kelly resolution. But 
experience has taught us that the speci- 
fic drive behind such inquiries is not 
always disclosed in the legislative au- 
thority, but in such an event a wide- 
awake commission is not fooled. It 
knows what the investigators are after 
and answers accordingly. The Ala- 
bama commission is a wide-awake com- 
mission and, therefore, when we find 
that their answer does not drive at any 


particular point or points, there arises 
a suspicion that this is just another fish- 
ing expedition. 


‘ee commission’s report wanders 
over the regulatory lot. First of 
all, it analyzes the factors which enter 
into the determination of a reasonable 
rate. The report states that a utility 
plant must be conceived wisely with 
reasonable prospects of success before 
the commission will authorize its estab- 
lishment, and that overbuilt plants are 
likely to result either in excessive rates 
or inadequate return. 

The report next takes up successively 
its power to regulate securities, con- 
solidations, mergers, and sales. Some 
consideration is given to the expenses 
of valuation, and to the fact that the 
par value of utility securities is not 
taken as the value for rate making. 

One interesting point touched on in 
this report was the fact that an Alabama 
statute makes formal findings of utility 
values for rate making by the Alabama 
commission a permanent rate base. For 
this reason, the commission refrained 
from establishing formal rate valuations 
during the last few years of high price 
levels. The report goes on with a de- 
scription of the commission’s duties in 
rate fixing, of the ease by which the 
public can have access to commission 
records, of the difference between a 
court and a commission, and concludes 
with testimonials as to the high calibre 
of the present commissioners. 

The conclusion is inescapable that the 
commission either does not know what 
the investigators are really driving at, 
or that the investigators do not know 
themselves. The latter is more prob- 
ably true. —W. B. M. 


House Joint Resotution No. 51. Alabama 


Legislature of 1931. 


REPORT TO THE JOINT COMMITTEE INVESTIGAT- 
inc Pustic Uritities. By the Alabama 
Public Service Commission. May, 1931. 





“Wuat the Utility Employee Thinks of Private Ownership—and Why,” an 

article based upon a long and intimate association with industrial workmen, by 

WuHitInc WILLIAMS, widely known investigator and industrial relations counsel, 
will appear in a coming issue of Pusiic Utiities FortNicHTLy. 
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The Proposal to Create a Railroad Czar by 
Establishing a “Secretary of Transportation” 


ust because the late Czar Nicholas 

met his end before a Russian firing 
squad, and King Alphonso’s train left 
Madrid a few steps ahead of an armed 
farewell committee, is no sign that cus- 
tom of reposing supreme powers in an 
individual is becoming extinct. The 
sovereigns of today are the sovereigns 
of commerce. Their jurisdiction is 
_more circumscribed because they now 
must have specialties, but within these 
limitations they are still czars. 


HERE is Will Hays, for example, 
who made the moving pictures 
safe for the younger generation ; there 
is Judge Landis who lords it over 
organized baseball, and there is William 
Green who is said to control organized 
labor in this country. These are the 
modern czars, picked by national indus- 
tries to control their destinies. 
The fashion is growing. Coal men 


are looking around for a Moses to lead 
them out of the desert of industrial de- 


pression. Meat packers, oil producers, 
and others are pondering the wisdom 
of a supreme arbiter. 

There is a rumor that even the rack- 
eteers are contemplating calling an IIli- 
nois gentleman with a scar on his face 
to national duties. 


ow comes the proposal by F. J. 

Lisman in Railway Age that a 
railroad umpire would remedy many 
major ills. Mr. Lisman has a specific 
plan designed to strengthen railway 
credit, eliminate costs, develop a more 
scientific rate structure, improve service 
and earnings. The Lisman article 
States : 


“It is suggested: That the railroad ex- 
ecutives as a whole select a committee of 
six or nine who would, by not less than a 
two-thirds vote, select. someone qualified 
to be an umpire and that thereupon all 
railroads should be bound to accept such a 
selection. 

“The umpire would have under him three 
or more separate bureaus as hereafter fully 
described. He would serve for five years 


with the right of a committee of the presi- 
dents, something like the President’s Ad- 
visory Committee of Eleven, to remove 
him on six months’ notice. 

“Any decisions rendered by the umpire 
would be subject to appeal by any carrier 
or carriers to a small committee of ‘elder 
statesmen’ who, of course, should not be 
closely affiliated with companies having a 
parallel or antagonistic interest as regards 
the appealing company. 

“The expenses of the umpire and his or- 
ganization would be borne by carriers pro 
rata to their gross earnings and to the 
amount of services availed of. That is to 
say, if a group of carriers in a given sec- 
tion should not wish to participate in any 
one of the bureaus created under the um- 
pire’s jurisdiction, then they would not 
bear the pro rata of such expenses.” 


One would, of course, have to read 
the Lisman article to understand just 
what the detailed duties of the umpire 
would be. Mr. Lisman thinks the 
umpire could coérdinate public relations 
work, and wasteful competition, and in- 
tensify research activity. Furthermore, 
he thinks that if the plan is tried out 
at all, it should be along national rather 
than territorial lines. Of course, cer- 
tain points in the plan would have to 
be squared with laws such as the Sher- 
man Act. 

But Professor William Z. Ripley of 
Harvard, an authority on transporta- 
tion, upon hearing of the Lisman plan, 
expressed doubt as to whether it would 
work. Instead, he made a proposal 
(identical, as he points out, with the 
proposal of the railroads themselves ten 
years ago) that there should be created 
a new cabinet office—that of Transpor- 
tation, and that to the Secretary for 
Transportation there should be confided 
the administrative duties now per- 
formed by the Interstate Commerce 
Commission. Professor Ripley said he 
believed such an official “would have 
just the prestige and authority to en- 
force discipline on the industry that it 
needs.” 

In other words, Dr. Ripley’s Secre- 
tary of Transportation would do all the 
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work laid out by Mr. Lisman for his 
proposed “czar,” and do it to the tune 
of the Star Spangled Banner with 
everybody standing at attention. 


ET us see what reaction there was 

to these respective schemes. 

Thomas F. Woodlock, former Inter- 
state Commerce Commissioner, in the 
Wall Street Journal probably expresses 
the prevailing sentiment of those who 
are financially interested in transporta- 
tion. He favors the Lisman plan rather 
than Dr. Ripley’s suggestion. 

Mr. Woodlock’s chief objection to 
the Ripley plan is that it would tighten 
the bond between the government and 
the railroads. No one has had a better 
opportunity to observe this relationship 
at such close range than Mr. Woodlock. 
No one, therefore, would dismiss light- 
ly his statement that any further tight- 
ening of that bond is unwelcome. He 
says: 

“The commission, however, was created 
by Congress as an ‘independent’ commis- 
sion and reports directly to Congress. It 
was, has been from the beginning, and is 
today a nonpolitical, nonpartisan body, and 
its history is devoid of scandal, large or 
small, political or otherwise—a ‘rather re- 


markable record for forty-four years of 
existence. Probably no department of the 


government, moreover, has been more free 
from attempts by politicians to secure fa- 
vors or influence decisions. It is probable 
that it is precisely because of its ‘independ- 
= nature that so much can be said for 
it. 

With a Secretary of Transportation 
brought into the case, the administra- 
tion of rail regulation would be un- 
avoidably plunged into politics. .Of 
course, Congress is political anyhow, 
and Congress controls rail regulation. 
But, under the present arrangement, the 
commission acts as a quasi judicial 
buffer between Congress and the rails 
in sharp contrast with the intimacy of 
the contact that would result from the 
creation of such a cabinet office. 

In any event, from all this serious 
discussion by such prominent men about 
railroad regulation, other utilities ought 
to salvage an idea for themselves. 

Why does not some one suggest a 
power czar or a street railway umpire? 


A Rattroap Umpire. By F. J. Lisman. 
Railway Age. April 4, 1931. 


Ram Heap Urcep sy Dr. RIPLEY. 
York Times. April 21, 1931. 


No Poritics. By Thomas F. Woodlock. The 
Wall Street Journal. May 5, 1931. 


New 





Tragedy Stirs Two Utilities 


to Advocate an Extension of Service 


“The Nebraska Telephone Association 
is sending out a pamphlet to all companies 
urging them to codperate with school. 
boards and see that telephones are installed 


N addition to calling the attention of 

the nation to the heroism of 13-year 
old Bryan Untiedt, and giving the 
White House secretariat a further op- 
portunity to “humanize” President 
Hoover, the tragedy last March of a 
Colorado school bus stalled in snow 
drifts for thirty-six hours while five 
children and the driver froze to death 
has had the effect of stirring two utility 
industries—the telephone and the bus 
companies—to making specific recom- 
mendations to prevent a recurrence of 
such calamities. 

The May 9th issue of Telephony 
states : 


in all rural schools. Charles W. Taylor, 
state superintendent of public instruction, 
has joined in the work, and in a letter to ali 
county heads of schools says: ‘Tragedies 
of the recent blizzards should serve to con- 
vince school boards as to the necessity of 
installing telephones in the school build- 
ings.’ 

“The Daily News of Hays, Kansas, in- 
vestigated and found that not one rural 
school in the Hays district had a telephone, 
and it is making a vigorous fight to have 
service provided for every such school. 


“Secretary Kloidy of the Nebraska Tele- 
phone Association is sending extracts from 
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press articles demanding telephone service 
for the schools to all companies operating 
in Nebraska, and it is expected the situa- 
tion will be taken care of before winter 
comes again.” 


A FTER pointing out that rural schools 
should be equipped with tele- 
phones and emergency supplies, and 
that school children should be clothed 
to meet such emergencies, the June issue 
of Bus Transportation adds: 


“To these excellent suggestions we might 
add that, in districts susceptible to severe 
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storms, school busses should be equipped 
with emergency rations, extra gasoline, and 
first-aid packets. A fire extinguisher in 
good condition should also be part of the 
equipment of every school bus.” 


Telephone companies and bus opera- 
tors will render the nation a real service 
if they get behind these proposals and 
push them to final completion. 


my FS 
Eprroriat. Bus Transportation. June, 1931. 


EprtortaL. Telephony. May 9, 1931. 











Do the Signs Point 
Regulation 


Was every day bringing us fresh 
news of bank failures, it begins 
to look as if the states may have to 
extend full-fledged commission regula- 
tion into the field of finance. 

Latest reports of the Federal Re- 
serve Board show that in 1930 there 
occurred in the United States the un- 
precedented number of 1,326 bank fail- 
ures, as compared with 642 failures in 
1929. 

We cannot blame this heavy 1930 
bank casualty list entirely on “economic 
depression,” as some bankers and 
business men are prone to do. That 
is not the real answer because in Eng- 
land, where the business depression 
has been far more severe and more pro- 
longed, there has been nothing com- 
parable to this record. 

An editorial in World’s Work re- 
veals some clear thinking on this sub- 
ject. It says: 

“The truth of the matter, probably, is 
suggested by certain facts presented in an 
analysis of bank failures in recent years 
compiled by the comptroller of the cur- 
rency. This analysis showed that approxi- 
mately 70 per cent of the suspended banks 
were capitalized at $50,000 or less, that 90 
per cent of the failures occurred in towns 
of less than ten thousand people, and that 
80 per cent occurred in towns of less than 
three thousand. In other words, our rural 
communities have had too many banks, in- 
adequately capitalized to withstand the 


strain of postwar adjustments. 
“Three years ago the American Bankers 
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to State Commission 
of Banking? 


Association presented a series of recom- 
mendations which ought to be of special 
interest now. It recommended, among oth- 
er things, increased capital requirements, 
closer supervision of banks, better enforce- 
ment of banking regulations, and the limi- 
tation of new charters to the banking needs 
of each community. These recommenda- 
tions are eminently sound and still as time- 
ly as when they were first proposed. 

“The Federal Reserve System itself 
rests on bedrock. The great savings banks 
of the country were never more secure. 
But in the field of local credit we need few- 
er banks, better regulation, more real bank- 
ing brains.” 


. e writer of the above editorial 
would apparently apply a guarded 
monopolistic policy to banking in the 
manner similar to the “certificates of 
public convenience and necessity” pol- 
icy applied by the state public service 
commissions to utilities, for the elimi- 
nation of wasteful duplication of facili- 
ties. In other words, a bank should not 
be permitted to operate unless the de- 
mand for a bank in the territory affect- 
ed is reasonably sufficient to warrant 
and support such operation. Further- 
more, once granted state authority to 
operate, the regulated bank would be 
protected in its territory from unwar- 
ranted competition from a new bank 
which, if allowed to operate, could only 
ruin the game for both concerns and re- 
sult in a loss of savings by the +1 
D. C. 


Eprrortat. World’s Work. April, 1931. 
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A Novel Plan for a “‘“Customer’s Counsel’”’ 
to Handle a Utility’s Irate Ratepayers 


ig these days of large scale production 
in all lines including regulation, 
when the dockets of some of the state 
commissions are jammed with formal 
complaints, it becomes not only the 
social duty but also a matter of wise 
business policy for utilities to shoulder 
some of the burdens of regulation by 
straightening out as many service com- 
plaints as possible within their own 
organizations. Save in exceptional 
cases, it would seem almost a confession 
of public relations incompetence for a 
utility in these busy times to allow petty 
complaints over a half dollar difference 
in a gas bill, or an alleged saucy tele- 
phone operator, to reach the formal 
docket of a commission which has so 
many really important things to do. 

Executives who would perfect an 
agency within their own organization to 
handle such matters with the greatest 
efficiency would do well to read the re- 
port of a subcommittee on “The Cus- 
tomer’s Counsel within the Company,” 
rendered at the annual accounting con- 
ference of the American Gas Associa- 
tion held in Chicago, by its chairman, R. 
F. Bonsall, of the Consolidated Gas, 
Electric Light & Power Company of 
Baltimore, Maryland. 

Chairman Bonsall’s committee has 
given careful thought to this subject 
and the report describes in detail the 
plans that should be followed in organ- 
izing a “general service department.” 
The general scope of such a department 
is described as follows: 


“Such a department should devote its 
entire time and efforts exclusively to the 
betterment of service furnished by its com- 
pany. It should have supervision over all 
complaints, inquiries in the nature of com- 
plaints and adjustments. It should be 
charged with the duty of supervising all 
service relations of the company and be 
free to concentrate its attention and ef- 
forts to the consideration and investigation 
of all criticisms and complaints, with the 
view of ascertaining and remedying their 
causes and initiating inquiries for the im- 
provement of service. It must give thought 


to plans that will prevent complaints and 
endeavor to see that they are put into 
effect. Its duty should also include the 
proper and most expeditious routing for 
prompt attention of all mail and telephone 
inquiries concerning service.” 


Here is Mr. Bonsall’s suggestion for 
making the complaining customers feel 
at home when they come down to the 
utility’s office : 


“That part of its office organization 
meeting the public should be located in 
large, well lighted, and ventilated quarters, 
easily accessible to the public. A lounge 
at the end of the room, furnished with a 
davenport, easy chairs, and reading table 
would add much to its attractiveness and 
be a convenience to customers while wait- 
ing for information.” 


Certainly a few minutes spent in such 
an environment ought to melt the an- 
tagonism of the most crabbed customer, 
unless the milk of human kindness were 
just curdled within him. 


A ND here is the description of the 
proposed head for such a depart- 
ment: 


“He must be a man of genial personal- 
ity, broad experience, and well versed in 
the company’s policies and plans. He 
should be able to secure codperation be- 
tween employees and between departments, 
sitting in judgment as it were, without en- 
gendering antagonism or bad feeling with- 
in the organization. In addition to man- 
aging the department, he should personally 
handle all matters, (except rate-making 
and engineering problems), that come be- 
fore the public service commission or the 
city and county authorities including con- 
tracts and plans for new or improved 
street lighting and public buildings service; 
also contacts with contractors. It should 
be possible to call upon him to serve on 
committees requiring city and company’s 
representation, to deal with improvement 
associations, to make talks before public 
meetings where requested, and to meet 
town authorities in advance of the company 
entering their territory.” 


ROBABLY the most important sugges- 
tion of the report is to make this 
department absolutely independent of 
the rest of the organization. The head 
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of it is to report directly to the presi- 
dent or vice president of the company, 
and he is to have his own staff of as- 
sistants so as to be able to make inde- 
pendent investigations. He should not 
be compelled to take the word of em- 
ployees of other departments who may 
be at fault and the real cause for com- 
plaints. 

The trouble with many utility public 
relations departments which have been 
so far established appears to be the 
tendency to make them mere append- 
ages of service departments, or hand- 
maidens to sales departments. Cer- 
tainly customers are not going to 
approach a utility’s complaint desk with 
any confidence if they know from past 
experience that the complaint clerk will 


turn over all revelations during the con- 
versation as to the customer’s lack of a 
vacuum cleaner or sewing machine to 
the sales department, and where the 
customer, who merely wanted to com- 
plain about a trifle, finds herself an- 
noyed for days by salesmen set upon 
her by the complaint clerk. Let sales 
departments do their own prospecting 
without sponging upon the privileged 
information revealed more or less con- 
fidentially in the relations between the 
complaining customer and her “counsel 
within the company.” 
—j. D.C. 


Report OF SUBCOMMITTEE ON CUSTOMER’S 
CouUNSEL WITHIN THE CoMPANY. By R. 
Bonsall. New York: American Gas As- 
sociation. 1931. 





What Trafhc Congestion Is Doing 
to the Electric Railway Utilities 


N° one group is more vitally inter- 


ested in the municipal and metro- 
politan-area traffic problem than the 
organized transit industry. The reason 
for this is apparent: traffic conditions 
greatly affect the whole business of 
moving some 40,000,000 persons daily, 
and traffic congestion can influence and 
is influencing the quality of service ren- 
dered by the electric railway companies 
of this country. The viewpoint of 
traffic experts engaged in directing an 
enterprise involving an investment of 
approximately $5,500,000,000, employ- 
ing directly and indirectly about half a 
million people with an annual payroll 
of $445,000,000, and providing service 
to the traveling public over sixty-five 
thousand miles of trackage is, there- 
fore, of considerable interest and im- 
portance. 

In a booklet entitled “Some Facts 
About Traffic Congestion” recently is- 
sued by the American Electric Railway 
Association, three of the questions be- 
ing asked today with respect to traffic 
congestion are answered and construc- 
tive proposals advanced for remedying 


the situation without adding to the tax- 
payers’ burden. 

To the question of “What Causes 
Most of the Traffic Congestion in Cit- 
ies?” the association replies as fol- 
lows: 

1. Too many private motor cars 
driven into downtown sections. 

2. Parked vehicles on heavily trav- 
eled streets. 

3. Empty taxicabs “cruising” 
fares. 

4. Improper type and location of 
traffic signals. 

5. Commercial and industrial build- 
ings without adequate private loading 
spaces for merchandise. 

6. Opening and closing all classes of 
business at same hours. 

7. Truck deliveries at “rush” hours. 

8. Bottle-necks in the street system. 

9. Lack of enforcement of the traffic 
laws. , 

With these factors there can be little 
disagreement among those who have 
given study to the subject. 

As to the proposals frequently sug- 
gested for remedying congestion (gen- 


for 
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eral widening of old and building of 
new streets, double deck or triple deck 
streets, removing electric car lines, 
wholesale construction of subways), the 
association points out that all of these 
involve shifting a tremendous cost on 
already heavily burdened taxpayers. 

The problem, in the eyes of the 
American Electric Railway Association, 
is, therefore, to relieve congestion with- 
out great public outlays. And in answer 
to this question the Association pro- 
poses : 

“By motorists limiting their downtown 
riding. Abolishing downtown parking on 
busy streets. Revision of building laws 
to. permit erection of modern garages in 
business districts. Curbing the number of 
cruising taxicabs. Requiring commercial 


and industrial buildings to provide ample 
space for off-street loading. Encouraging 
development of street cars and busses, 
which carry more than two thirds of all 
the passengers in downtown sections of 
large cities of the United States and regu- 
lation of traffic so as to permit them to 
move without unnecessary delays.” 


The measures advanced are of such 
nature that they can be applied imme- 
diately without expense. A number of 
municipalities would do well to consider 
the association’s stand on the problem 
of traffic congestion as there is merit 
in practically every recommendation. 

—Paut V. Betrers. 


Some Facrs Asout TraFFic CONGESTION. 
American Electric Railway Association: 
New York. 16 p. 1931 








Underground Power Distribution As a Factor 
in Maintaining Public Good Will 


HE April 25th issue of Electrical 

World brings news of an interest- 
ing plan for underground rural distri- 
bution lines, submitted to a special com- 
mittee of the National Electric Light 
Association which met recently in 
Cleveland. The article describes the 
details of the plan as follows: 


“It is claimed that for single-phase cir- 
cuits which will not require an increase 
to three-phase for a number of years a 
two-conductor, concentric-type, non-metal- 
lic sheath cable with only one conductor 
insulated and the other conductor wrapped 
concentrically around the insulation of the 
first conductor and inside the outer cover- 
ing can be installed at $830 per mile ex- 
clusive of overhead. This is lower than 
the cost of a pole line. It is also claimed 
that a 4,600-volt circuit can be similarly 
provided at $1,036.50 per mile.” 


It is not within the province of Pus- 
Lic UTILITIES FoRTNIGHTLY to consider 
the managerial merits of such a techni- 
cal suggestion, but assuming that the 
plan is plausible, there seems to be great 
possibility in it, from a public relations 
standpoint, for the elimination of a 
fruitful source of disagreement between 
electric utilities and the public. 

Underground distribution would not 
only overcome the objections of estate 
owners and residential municipalities to 
overhead lines, but would find great fa- 
vor with those who deplore the unpleas- 
ant result of scenic-marring pole lines 


that now traverse our landscapes. 
—F. X. W. 
a Electrical World. April 25, 
1931. ; 





Other Articles Worth Reading 


SUPERPOWER—MASTER OR SERVANT? By Wil- 
liam Hard. World’s Work; June, 1931. 


THE Power Trust Is No Mytu. A reply to 
Messrs. Insull, Clapp, and other apologists 
of the power trust. By Carl D. Thompson. 
Public Ownership ; April, 1931. 


FUNDAMENTAL ProBLEMS OF THE PusLic 
Uriuiry Inpustry. By John Edward Zim- 
merman. Corporate Practice Review; 
May, 1931 


Power For Pustic Prorit. By Maurice G. 
Postley, The Nation. May 20, 1931. 
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The March of Events 





Alabama 


Taxation and Rate Making Are 
Explained to Committee 


HE special legislative committee which 

has been investigating power rates and 
valuations heard an explanation by H. 
Knight, chief clerk of the state tax commis- 
sion, of the commission’s methods of arriving 
at assessments of the properties of the 
Alabama Power Company. Mr. Knight was 
followed by W. M. Stanley, vice president, 
in charge of sales of the company, who ex- 
plained in detail the rate structure. 

The representative of the tax commission 
brought out the fact that the power company 
paid a 31.65 assessment in 1930 while 1,600 
nonutility corporations in the state paid 19.43 
per cent in the same year. He said that utili- 
ties were assessed 45 per cent of their book 
value while general property over the state 
was assessed 33 per cent. 

The committee virtually gave the Alabama 
Public Service Commission, whose experts 
occupied the stand for two weeks, a vote of 
confidence and praise, says the Montgomery 
Advertiser. This expression was drawn 
from five of the six members of the com- 
mittee when one of the representatives moved 
that a resolution be introduced in the legis- 
lature to authorize the employment of expert 
counsel. Another representative pointed out 
that the commission had been elected by the 
people to represent them and that the com- 
mission’s engineers had supplied readily all 
information sought by the committee. 

Mr. Stanley said that the public generally 
seems to be unaware that a large part of the 


e 


problem of assuming an equitable share of 
the total revenue to be derived by the utilities 
from their rate schedules belongs to them and 
that the shifting of any part of the burden 
from one group must, of necessity, place it 
upon some other. The company’s total reve- 
nue is to remain unchanged. If all customers, 
he said, w ere of exactly the same size and 
used the service in the same way, and, there- 
fore, required the same plants and lines and 
meters to serve each one, the problem of 
rate making would be very much simplified. 
He continued: 

“We are frequently asked why it is neces- 
sary to have so many different rates when 
all we have to sell is just kilowatt hours. 
This is a natural question and we very much 
wish that we could sell electricity under the 
same conditions that the customer buys eggs 
and shoes To the customer, one kilo- 
watt hour is no different from any other 
kilowatt hour and he is inclined to think that 
the company has no further interest and, in 
fact, has no right to question what use ‘is 
made of the kilowatt hours after they pass 
through the meter. The grocer has only one 
price for eggs, and he doesn’t care whether 
you fry them or boil them or color them for 
Easter. 

“As a matter of fact the service measured 
by the kilowatt hour unit differs widely, not 
only with respect to the quantity used by the 
customer, but also with respect to the regular- 
ity or continuity, time, place, and other cir- 
cumstances of use. These differences cause 
a wide variation in the cost per kilowatt hour 
to the company and a corresponding variation 
in the selling price or rate to the customer.” 


Arkansas 


Tax Collection on Coin-Box 
Phones Is Contested 


T= Southwestern Bell Telephone Com- 
pany, according to the United States 
Daily, has filed suit in the district court for 
the eastern district of Arkansas for an order 
to exempt coin-box telephones from the pro- 
visions of Act No. 167 of 1931, requiring pay- 


ment of a tax of $2.50 on every “legally 
operated kind of vending and slot machine.” 
The Daily adds: 

“The new law levies an annual privilege 
tax on slot and vending machines, collectible 
by the commissioner of revenues. It provides 
for the payment of $10 for each automatic 
musical instrument, cigarette vending, or com- 
bination cigarette and cigar vending machine, 
and $2.50 for each gum, automatic weighing, 
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stamp, cigar, or any other legally operated 
kind of vending and slot machine. 

“The telephone company’s suit is directed 
against the commissioner of revenues, the 
governor, and the attorney general, and asks 
that they be restrained from attempting to 
collect the levy on coin boxes, pointing out 


that the company would thus be subjected to 
double taxation. 

“The company does not ask for a 
temporary injunction, as the state officials 
have agreed not to undertake to enforce the 
law against telephone boxes until the suit is 
determined.” 


Georgia 


Higher Gas Rates Sought 


A“ increase of approximately 30 per cent 
in the rate to domestic consumers has 
been proposed to the commission by public 
utility companies furnishing natural gas to 
thirteen Georgia cities and towns, says the 
Augusta Herald. 

The Atlanta Gas Light Company has pro- 
posed two schedules of rates for domestic 
consumers. Under either schedule consumers 
in Atlanta and vicinity would pay more for 
their natural gas service, but less, the com- 
pany experts declared, than they paid for 
the equivalent quantity ‘of artificial gas. The 
commission has explained that it would in- 
vestigate the rates in the Atlanta district 
first because an understanding of reasonable 
rates for this territory would serve as a 
very helpful beginning on the same question 
for all other municipalities. At hearings 
before the commission evidence was given to 
show that there had been a decrease in indi- 
vidual gas bills of Atlanta consumers. 

The price paid by the distributing sub- 
sidiaries of the Southern Cities Public Serv- 
ice Company was one of the points of attack 
against the utilities. The usual disputes over 
valuation featured some of the hearings. 

A 42 per cent overhead cost incident to the 


organization and projection of the Georgia 
Natural Gas Corporation was said to include 
engineering costs, organization expenses, in- 
terest during construction, and various ex- 
penses which once incurred would never be 
repeated. This overhead, it was said, repre- 
sented also the cost of establishing business 
in several cities and would not recur. 

Some time was devoted to the question of 
a service charge. Opponents of the utilities 
made an effort to bring out that the service 
charge is unfair to consumers, since residents 
of apartment houses where meters are 
located in one spot do not constitute nearly 
so much expense to the company from the 
standpoint of meter service as do individual 
householders living in separate dwellings. 
On this basis, it was contended, the service 
— ought to be graduated and not uni- 

orm. 

Joseph E. Berman, chairman of the Atlanta 
mayor’s special committee, on cross-examina- 
tion, according to the Atlanta Constitution, in 
reply to a question on the profit the borough 
is making on water, said that the comparison 
of gas plant operation with that of munic- 
ipal water works was an unfair one. He said 
it cost more to operate a municipally owned 
project than it does a privately owned one 
because of politics. 


e 


Illinois 


Exemption of Busses from Gas 
Tax Is Voted 


HE senate has passed a bill taking from 

under the gas tax motor busses which 
pay franchise charges to one or more mu- 
nicipal corporations and operate wholly with- 
in a city or village, according to newspaper 
a Following this action Senator Har- 
old C. Kessinger said: 

“The railroads of this state have paid most 
of the school taxes in the state. I propose 
next week to introduce bills which will call 
the bus and truck lines common carriers and 
place them under the jurisdiction of the IIli- 


nois Commerce Commission so that they will 
not have the undue advantage they now have 
over the railroads, without which this coun- 
try would be economically ruined. 

“This state is the only state which has used 
up all the three methods there are for the 
raising of funds for the construction of 
roads. They are bond issues, gasoline taxes, 
and taxes for automobile license fees. Illi- 
nois is the only state in the Union which has 
used all these triplicable extortionate methods 
of taking money away from motorists. It is 
unfair, especially in view of the fact that the 
state will not build any roads in the cities, 
but insists upon building all the roads in the 
country, despite the fact that the traffic of the 
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world comes into the cities of the state and 
wears out the streets.” 


> 


Sale of Chicago Surface Lines 
Is Ordered 


knee decrees of foreclosure have been 
entered by Federal Judge James H. Wil- 
kerson in the receivership case of the Chi- 
cago Surface Lines. This is a formal step 
toward the settlement of the transit problem 
including a consolidation of the surface and 
elevated lines, providing the traction ordi- 
nance, which was approved at a referendum 
last July, is held legal by the state supreme 
court. 

The legality and constitutionality of the 
traction ordinance and the enabling legisla- 
tion on which the ordinance is based are 
involved in legal actions which are pending 
in the courts. There is a quo warranto pro- 
ceeding brought by the attorney general to 
test their validity, and there is an injunction 
petition brought by taxpayers seeking to re- 
strain the city from spending any portion of 
the city’s funds in carrying out the provisions 
of the ordinance. 


Negotiations for Telephone 
Franchise Are Reopened 


HE Chicago aldermen have been consid- 

ering a provision which terminates the 
free service which the city has been receiv- 
ing. A protest against granting the ordi- 
nance has been made by the Chicago Federa- 
tion of Labor, which, according to the Chi- 
cago Daily News, terms the company an “un- 
lawful combination, rate-increasing, racke- 
teering telephone trust.” 


aa 


Electrification of Railways 
Entering Chicago 


LEGISLATIVE subcommittee has_ started 
hearings on the question of electrifica- 
tion of railroads entering Chicago. They 
have under consideration a bill which would 
compel the railroads to electrify their lines 
within the city limits before January 1, 1935. 
A bill to require electrification was intro- 
duced in the 1929 session of the legislature 
and the house approved the appointment of a 
commission to study the question, but this 
action failed in the senate. 


Indiana 


and South Bend district of the Northern In- 
diana Public Service Company. 
One important reason for the change, ac- 


Companies Propose Heat Unit 
Measurement of Gas 


EVERAL gas utilities, according to news- 

paper reports, have proposed to the com- 
mission that they furnish gas according to 
thermic measurements based upon the num- 
ber of standard heating units rather than the 
cubic foot basis. This basis, says the Val- 
paraiso Vidette-Messenger, has been in use 
for several months in the city of Chicago 
and in the city of Hammond, Michigan City, 


cording to C. D. Shaul, vice president of 
the Indiana Gas Utilities Company, reported 
in the Brazil Times, is the fact that a num- 
ber of major gas pipe lines will be com- 
pleted during the year and it is highly 
probable that the company will be able to 
obtain natural gas for mixing purposes from 
one of these lines. The customers are ex- 
pected to benefit through lower rates under 
the new plan. 


Kansas 


Payments to Related Companies 
Involved in Rate Proceedings 


HE question whether the Western Dis- 
tributing Company must reveal to the 
Kansas commission information concerning 
Payments to holding companies and other 
corporations connected with the local dis- 
tributing concern has been brought before a 


Federal statutory court of three judges. The 
commission denied authority to increase rates 
and the company sought relief from the court. 
The commission, it is said, is depending upon 
the decision of the United States Supreme 
Court in the Illinois Bell Telephone Case to 
sustain its contention that the company must 
furnish the information. 

City attorneys demanded rate reductions 
and wanted to know the actual cost back of 
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the payments to the related interests. Charles 
W. Steiger, general attorney for the commis- 
sion, is quoted in the United States Daily as 
saying: 

“Heretofore the public service commission 
has been handicapped, in fact has been tied 
hand and foot, in all its attempts to go be- 
hind the amounts paid by an operating util- 
ity corporation to its holding or affliated 
companies. For example, the Doherty dis- 
tributing companies in Kansas, with a few 
minor exceptions, pay the Doherty Pipe Line 
Company 40 cents per thousand cubic feet at 
the city gates. The public service commis- 


sion has never been allowed to require the 
Doherty interests to show that this 40 cents 
was fair and reasonable. The domestic rates 
charged by the local distributing company 
had to be based in this city-gate charge. 

“The state commission demanded that the 
Western Distributing Company local Doherty 
distributing concern in El Dorado asking for 
increases, justify the payment of the 40- 
cent city gate charge. The attorneys for the 
distributing company refused to submit their 
records, or to testify as to the engineering 
charges and other charges that go into mak- 
ing rates.” 


e 
Massachusetts 


Information on Intercompany 
Costs Is Demanded 


YcLIFFE C. Marshall, counsel for the 
Boston Central Labor Union, in its fight 
for a reduction in telephone rates, according 
to the Boston Transcript, has demanded of 
counsel for the companies additional infor- 
mation for use at hearings before the com- 
mission. Quoting from the Transcript: 
“Mr. Marshall seeks a list of patented ap- 
paratus used by the company; data on engi- 
neering, plant and management advice, and 
assistance furnished the New England Tele- 
phone & Telegraph Gompany by the Ameri- 
can Telephone & Telegraph Company; analy- 
sis of Massachusetts operating revenues into 
intrastate and interstate business, analysis of 
Massachusetts operating expenses into intra- 
state and interstate expense, and classifica- 
tion of stations by kinds of service.” 


¥ 


Lower Rates by Greater Use Is 
Object of Utility 


HE Webster & Southbridge Gas & Elec- 
tric Company has been negotiating with 
the selectmen at Webster for approval of 
new rate schedules. The company, in a com- 
munication to the local authorities, pointed 


out that greater use of electricity is one of 
the factors tending to lower rates, and that 
the revised schedule is a step in that direc- 
tion. The communication is reported in part 
in the Webster Times as follows: 

“It effects a_saving to all customers now 
on the rate. The maximum saving accrued 
to these customers —_ from 40 to 85 kilo- 
watt hours a month, the point of greater 
saving occurring at the monthly use of 50 
kilowatt hours, which by the way happens 
to be the average monthly use of Webster 
customers now on this rate. Customers us- 
ing up to 40 kilowatt hours a month make a 
saving through the lowering of the monthly 
investment charge. 

“This revision enables many customers not 
now on the rate to avail themselves of it 
and thus obtain its many advantages. This 
is made possible because the revision lowers 
the number of kilowatt hours at which the 
area rate is more favorable than our ‘A’ 
rate. We estimate that during the year from 
1,000 to 1,500 customers now on our ‘A’ rate 
will desire to be transferred to the area rate 
as the result of this revision. These cus- 
tomers, in addition to their ordinary saving, 
will be able to purchase all additional elec- 
tricity at 5 cents per kilowatt hour or less. 
In this connection, however, we must remem- 
ber that general business conditions will have 
some effect on the number of customers who 
will be transferred.” 


e 


Michigan 


Intercompany Charges Are 
Probed in Telephone Suit 


HE Michigan Bell Telephone Company 
- Case, which has been before the com- 
mission and the courts for about five years, 


was reopened before William S. Sayres, Jr., 
master in chancery, on May 18th to determine 
the effect of the recent decision by the United 
States Supreme Court in the Illinois Bell 
Telephone Case. 

An action was started in the Federal court 
to restrain the commission from enforcing 
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lower rates. A master’s report favorable to 
the company’s contentions was submitted to 
the Federal court, where it was affirmed. 
Then, after the decision in the Illinois case, 
the Michigan case was reopened for the mas- 
ter to make a further investigation. 

At the opening of the hearing R. H. Greg- 
ory, comptroller of the Western Electric 
Company, submitted figures dealing with the 
operations of the Western Electric and some 
of its transactions with the Michigan Bell 
Telephone Company. The Detroit News 
says: 

“Gregory’s figures indicated a record of 
sales by the Western Electric to the Bell 
company between 1916 and 1930, inclusive. 
The sales amounted to $2,887,175,000. The 
cost of the sales was $2,745,968,000. The 
profit was $141,207,000. Sales of the West- 
ern Electric to other institutions for the same 
period amounted to $686,293,000. This profit 
was on an average investment of $291,828,000, 
showing a return of 10.5 per cent. The net 
profit on the Bell business was 4.9 per cent. 

“The Bell company’s average investment 
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for the same period was $2,017,397,000. The 
net return on this investment was 7 per cent, 
it was indicated. 

“Gregory said that an expansion program 
for 1930 was curtailed by the depression, and 
that the business of Western Electric fell 
off in that year about $100,000,000. There 
will be an estimated fall-off of about $50,- 
000,000 in 1931, he said. He testified that 52 
per cent of the sales dollars of Western Elec- 
tric went for labor. 

“Figures submitted by Gregory covering a 
period between 1924 and 1930, inclusive, 
showed a total sales by the Western Electric 
to the Bell company of $97,460,000. 

“There was no testimony concerning the 
profits on these sales. Gregory said infor- 
mally that the company was not required un- 
der the law to make such a disclosure. 

“It is on this point that the state and the 
company disagree. The state claims that the 
United States Supreme Court, in a decision 
written by Chief Justice Charles Evans 
Hughes, expressly provides that such data 
must be made available for the commission.” 





Minnesota 


Gas for House Heating Will 
Be Cheaper 


A= reduction of 10 cents per thou- 
sand cubic feet in the house-heating rate 
of the Minneapolis Gas Light Company has 
been announced by John K. Swanson, vice 
president and general manager. Reductions 
are also made in suburban communities 
served by the Minneapolis Suburban Gas 
Company. 

Mr. Swanson has estimated that the reduc- 
tion means an average saving of $45 a year 
for each home heated by gas. He said in 
part: 

“When negotiations with the Minneapolis 
city council were completed, about a year 
ago, I predicted that the new modern step 
rate would enable us to save money for our 
customers. This prediction is already con- 
firmed. There has been a considerable in- 
crease in the volume of gas used, for house 
heating, for refrigeration, and for other pur- 
poses, domestic and industrial. This increase 
in volume, together with manufacturing 
economies, makes possible the lower rate. 

“It is interesting to note the reductions in 
gas rates, made in Minneapolis in the past 
three years. On January 1, 1928, the net rate 
was 94 cents per thousand cubic feet. On 
September 1, 1928, the rate was reduced to 
90 cents per thousand. On January 1, 1929, 
ae was reduced to 89 cents per thou- 
sand. 
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“On May 1, 1930,.the step rate was insti- 
tuted. This provided a charge of $1 for the 
first 600 cubic feet; 80 cents per thousand 
for the next 1,400 feet; 77 cents per thousand 
for the next 3,000 cubic feet; 75 cents per 
thousand for the next 45,000 cubic feet, and 
74 cents per thousand for all over 50,000 
cubic feet. 

“The excellence of gas for use in heating 
homes never has been questioned. The pub- 
lic has been anxious to use this fuel, if it 
could be furnished on a reasonably compara- 
ble basis with other fuels. The gas company 
has made a determined effort to supply this 
need, and has been successful in effecting a 
steady decline in rates.” 


* 


Commission Speeds Investiga- 
tion of Phone Rates 


oe state railroad and warehouse com- 
mission wants to expedite the valuation 
of the Tri-State Telephone & Telegraph 
Company properties and rush the hearing on 
the order to show cause why its rates should 
not be reduced, said Frank W. Matson, com- 
missioner, in answer to a resolution of the 
St. Paul council urging haste. 

Governor Olson has taken a hand in the 
investigation. He has, according to the St. 
Paul News, started a quest for funds with 
which to pay the bills of the investigation. 
An appropriation asked of the legislature for 











the work was not approved by that body. 


As an incident to the investigation there is 
the proposed merger of the Tri-State Tele- 


phone & Telegraph Company with the North- 
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west Bell Telephone Company. Representa- 
tives of the commission have indicated their 
belief that the merger should not be approved 
until the rate question is aired. 


e 


Missouri 


Thermic Measuring of Gas Will 
Benefit Users 


pT Gay commercial users of gas expect to 
be benefited by the plan of the Laclede 
Gas Light Company to base its billing on 
therms instead of cubic feet, says the St. 
Louis Times, which adds: 

“While nominally this plan, now being con- 
sidered by the state public service commission, 
will not involve any change in rates either 
to commercial or household consumers, it 
will open the way to furnish gas to large 
consumers at less actual cost both to the con- 
sumer and to the company. 

“A representative of the company told a 
Times reporter the chief value of the new 
system would be that it would enable the 
company and the large consumer to deter- 
mine the exact maximum heat requirements 
of any manufacturing or industrial plant 
using gas in large: quantities. 

“The value of this accurate check on heat 
would be reflected in the ‘demand rate’ paid 
by the consumer. The rate is the same for 
all household users, but for large consumers 
the rate varies according to the ‘maximum 
demand.’ The theory is that the larger the 


‘demand’ the more equipment is required by 
the company to meet the specified maximum. 
If a factory is rated as having maximum 
demand for 100,000 cubic feet a month its 
gas rate per cubic foot is based on that maxi- 
mum. If the factory owner uses only 50,000 
cubic feet a month he pays only for the 
amount actually used, but because his maxi- 
mum demand is 100,000 feet he pays a higher 
rate than the consumer whose maximum de- 
mand is only 75,000 feet. 

“With the actual heat value of the gas 
carefully recorded under the new system the 
possible maximum demand of any factor can 
be gauged accurately and the company will 
be in a position to inform a customer when 
his heat requirements show that he could 
operate with a lower maximum demand. 

“Reduction of maximums which have been 
set too high will result in reduction of rates 
to many large consumers by shifting them to 
a classification where the rate is lower. The 
compensation to the gas company will be 
that it will be able to effect a large saving 
in equipment, manufacturing expense, and 
labor now necessary to keep itself in readi- 
ness to meet maximum requirements which 
are in excess of the actual needs of com- 
mercial customers.” 


e 


New Jersey 


Bus Operators Attack Right of 
Traction Company to Operate 


OUNSELOR Robert Armstrong, representing 

the Independent Bus Owners’ Association 
of Jersey City, says the Hoboken Observer, 
has attacked the right of the Public Service 
to substitute busses for trolleys on four of 
its Jersey City lines as granted by the Jersey 
City commissioners at a hearing before the 
public utility commission. He also attacked 
the right to operate even trolley lines. The 
Observer adds: 

“Mr. Armstrong asked Arthur T. Warner, 
general manager in charge of traffic for the 
Public Service Co-Ordinated Transport, if 
the company ever had a right to operate 
trolleys other than what it received through 
its purchase of the old Consolidated Traction 
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Company and the North Hudson Railway 
Company. Mr. Warner said he was not in a 
position to answer that question. 

“The hearing yesterday was on the applica- 
tion of the Public Service for approval by 
the utilities commission of the consent of the 
Jersey City commissioners to the traction 
company, to substitute the busses for its trol- 
leys. The Jersey City commissioners granted 
the permission following requests of the 
Jersey City Chamber of Commerce, mer- 
chants in downtown Jersey City, and in- 
dustrial heads, who said that the prevailing 
transportation facilities were inadequate. 
This step was taken only after the public 
utility commission refused to sanction a per- 
mit to the Veterans Square-Hudson City bus 
line to extend its route to lower Jersey City. 
A motion to dismiss the application on the 
part of counsel for the independent bus own- 
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ers was denied by President Autenreith, of 
the public utility commission and the hearing 
lasted all day and was not completed. It is 


New 


Special Master Has Buffalo Fare 
Case under Consideration 


PEcIAL Master Arthur FE. Sutherland, 

former supreme court justice, has under 
consideration the evidence presented in the 
International Railway Company 10-cent fare 
case which originated in Buffalo. Colonel 
Charles G. Blakeslee, chief counsel for the 
commission, in his final argument, asked 
Judge Sutherland to recommend to the Fed- 
eral statutory court that the company’s case 
be dismissed for failure to sustain the bur- 
den of proof. He asserted that there was no 
confiscation of property under existing rates 
of the utility. 

This brings to a close hearings that ex- 
tended over the greater part of a year. The 
first hearing before the special master was 
held June 30, 1930. He was appointed by a 
Federal statutory court which heard the com- 
pany’s application for a 10-cent fare on April 
26, 1930. The fare which the company claims 
is confiscatory is three tokens or fares for a 
quarter. The company is asking a straight 
10-cent fare. 

It has been indicated that no matter which 


being continued today. It was stated by the 
defendants that if the decision went against 
them they would appeal to the courts.” 


e 


Y ork 


way the decision goes an appeal will finally 
reach the supreme court. 


” 
Buffalo Gas Rate Case 
Is Reopened 


HE public service commission on May 

16th granted a rehearing in the Buffalo 
gas rate case. The city asked for lower 
rates in Buffalo and specifically mentioned a 
decrease from 70 cents per thousand cubic 
feet to 60 cents with a 5-cent discount for 
prompt payment of bills. The city also re- 
quested a valuation of the company’s prop- 
erty. The commission had previously author- 
ized an increase in rates to $1 for the first 
thousand cubic feet. The company had asked 
for $2. 

Commissioner Burritt stated that he be- 
lieved that no satisfactory conclusion could 
be reached, or reasonable rates for the future 
determined, without a reopening of the pro- 
ceeding to bring the rate base down to date 
and to take testimony as to the present supply 
oe sone of natural gas in Western New 

ork. 


e 
Ohio 


Street Lighting Rates Discrimi- 
nate against Utility Customers 


AT examiner, according to the Cleve- 
land News, has reported that street 
lighting rates in Cleveland were illegally 
established by the city utilities department, 


and that a loss of $44,000 for the present 
year would be incurred. This is termed dis- 
crimination against the patrons of the mu- 
nicipal plant in favor of the taxpayers. 

The city council, it is contended, is the only 
body which can authorize the rate. The re- 
port recommends that the cost of street light- 
ing be assessed against property owners. 


e 
Oklahoma 


Forfeiture of Properties by 
Utilities Is Demanded 


Ac asking forfeiture of state proper- 
ties of ten utility companies and escheat 
of the properties to the state and an injunc- 
tion to prevent continued operations in Okla- 


homa, according to the United States Daily, 
has been filed in the state supreme court by 
Leon S. Hirsh, special counsel for Governor 
W. H. (Alfalfa Bill) Murray. It is charged 
that the companies have been seeking a 
monopoly of the natural gas business in vari- 
ous parts of the state in restraint of trade 
and commerce. 
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Pennsylvania 


Judge Benn Resigns from 
Commission 


J upcE James S. Benn on May 13th resigned 
as a member of the public service com- 
mission where he has served since 1919. His 
nomination for reappointment was then pend- 
ing before the senate. It was made by Gov- 
ernor Fisher just before Governor Pinchot 
assumed office. 

Governor Pinchot unsuccessfully attempted 
to remove Commissioner Benn in 1922 and 
immediately upon coming into office this year 
the old fight was renewed. In a letter to 
Senator Baldwin, quoted in a bulletin by John 
E. Benton, general solicitor of the National 
Association of Railroad and Utilities Com- 
missioners, Commissioner Benn states con- 
cerning his withdrawal : 

“During the past year or eighteen months 
the present executive has made regulatory 
law in Pennsylvania the football of politics. 
To keep kicking this football in the air for 
another year or more to come, it is the de- 
clared intention of the executive to call a 
special session of the legislature in 1932. 


“This makes it quite evident that admin- 
istration of the Public Service Company Law 
in Pennsylvania is for a further indefinite 
period to be subjected to misrepresentation 
and the exigencies of politics. Under these 
circumstances, and particularly in view of 
the personal antipathies which characterize 
the governor’s campaign, I feel that it would 
be unjust to the commission, and to the sen- 
ate, to permit my nomination to remain as a 
factor in the situation. 

“Allow me to express my deep apprecia- 
tion of the assurances of support which mem- 
bers of the committee have given to my 
nomination. But I feel that the removal of 
any possible excuse for personal acrimonies 
or animosities is at this juncture much more 
important than any gratification that I, as an 
individual, might receive from a favorable 
recommendation upon my nomination.” 

Keen regret has been expressed by Presi- 
dent Hannah of the National Association and 
others because of the retirement of Judge 
Benn from the public service, where, in the 
words of General Hannah, he has ranked as 
one of the foremost and ablest state commis- 
sioners in the Union. 


South Carolina 


Commission Studies Telephone 
Rates 


 - investigation by the commission into 
rates of the South Carolina telephone 
companies was started early in May. During 
the early hearings several small companies 
gave testimony largely devoted to the ques- 
tion of long-distance calls and arrangements 
independent companies have with the South- 
ern Bell. 

Statements of plant valuations and incomes 
were to be presented in writing so that the 
Commission could study in detail rental 
charges for regular or local telephone serv- 
ice. 

Testimony introduced, says the Columbia 
Siate, showed that the Southern Bell does 


not share receipts from long-distance calls 
originating on its lines but whose destina- 
tions are points served by local companies. 
It was also shown that the local companies 
get only a small percentage of the receipts 
for long-distance calls they originate but pass 
on to the large company. A share of 9 or 
10 cents per call was the average retained 
by small companies on long-distance calls 
originating on their lines but handled jointly 
with the Bell system. 

The 1923 appraisal of the Southern Bell 
properties, revised and brought up to date 
by the inclusion of improvements since the 
date of appraisal, was to be submitted to the 
commission, This appraisal, made at a cost 
of about $70,000, is the latest compiled by 
- company of its property in South Caro- 
ina. 
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Wisconsin 


Unification of Power Facilities 


BILL to create the “Public Utility Cor- 
poration of Wisconsin” has been recom- 
mended by the senate Committee on Cor- 


porations and Taxation. This is designed “to 
give the state a guiding hand in the develop- 
ment of power resources,” according to its 
sponsor, Senator Orland S. Loomis. 

The bill which is outlined in the United 
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States Daily has the following four functions: 

“1. Unifying of all power facilities, private 
and public, with the development directed 
toward providing electric power and other 
utility service at a low cost. 

“2. Providing expert and advisory service 
to public-owned utilities of which there are 
nearly ninety now in Wisconsin. 

“3. Permitting 10-year contracts by the 
state utility corporation with private utilities 
to stabilize rate bases for purposes of regula- 
tion and to establish purchase prices. 

“4. Setting up an organization that can 
function after the Constitution is amended 
to permit the entry of the state into the 
utility field.” 

This is a part of Governor Philip LaFol- 
lette’s program for public ownership and 
operation of the utilities. One measure in 
the program, according to the Eldorado 
News, would permit the state to go into the 


light, heat, and power business. This meas- 
ure must be approved by the next legislature 
and at a referendum before it becomes effec- 
tive. 

Another resolution, says this paper, seeks a 
constitutional change to permit municipalities 
to bond themselves in excess of 5 per cent 
of their assessed valuation in order to pur- 
chase public utility property. The present 
bonding limit has in many instances been a 
barrier to the establishment of municipally 
owned plants. 

Another bill permits the creation of power 
districts. This has been passed and signed 
by the governor. It will permit municipali- 
ties to connect their utility plant to gain the 
advantages of mass production. A bill be- 
fore the senate would permit municipalities 
to enter into competition with private firms. 
This is regarded as a club to enforce fair 
rates and efficient service. 


Canada 


Gas from United States Not 
Wanted in Saskatchewan 


B* a vote of the people in the cities of 
Regina and Saskatoon proposed fran- 
chises for the introduction of natural gas 
from the United States have been rejected. 
The vote followed months of electioneering 
for and against gas. 

At the same time, says the United States 
Daily, efforts on the part of Canadians to 
locate natural gas deposits in Saskatchewan 
have failed owing to the fact that a glacier 
has covered up natural gas resources by a 
drift 500 feet deep. There is no available 
natural gas supply in Saskatchewan at pres- 


ent, although the hope of discovering a large 
source of supply has caused much drilling 
for oil and gas in the province. 

Opposition to the granting of franchises 
to an American public utility company came 
from coal and railway labor organizations, 
coal dealers, and factions opposed to private 
ownership, as well as from a small group 
which was unwilling to permit American 
capital to control the natural gas situation 
in Saskatchewan or to bring natural gas in 
from the United States. Another group fa- 
vored a delay in the granting of franchises 
to any particular company with the idea in 
mind that a source of supply of gas might 
be available in the province through explora- 
tion. 





Five Cardinal Principles for the Conduct 
of a Utility Company: 


“1, Effective state regulation. 


“2. Rates constantly adjusted so as to yield only a 
fair and reasonable return on the value of the prop- 
erty devoted to the public use. 


“3. Publicity to the financial affairs of a public utility. 


“4. Holding companies, for the expansion and de- 
velopment of public utilities, but used to exploit neither 
the consumers nor the operating company. 


“5. Freedom from government competition with any 
of its citizens in any field of business.” 


—Joun E. ZIMMERMAN, 


President, United Gas Improvement Company. 
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The Latest Utility Rulings 





Is Cities Service a Missouri Gas Utility? 


N investigation has been ordered 

by the Missouri commission on 
its own motion to determine whether 
the Cities Service Gas Company of 
Kansas City, claiming to be engaged 
only in the business of transporting 
natural gas, and, therefore, not subject 
to the commission’s jurisdiction, was in 
fact engaged in the business of distrib- 
uting gas directly to consumers and 
subject to commission jurisdiction. 

It appears that the commission has 
become aware of an arrangement made 
by the Cities Service Company with the 
Kansas City Gas Company, Carthage 
Gas Company, Jackson County Light, 
Heat & Power Company, Joplin Gas 


N the ninety-eighth volume of Ohio 

State Reports on page 320, the su- 
preme court of Ohio held that an ordi- 
nance by the city of Cincinnati fixing 
gas rates under a certain franchise was 
not appealable to the state commission. 
Subsequent to that time, however, the 
same supreme court in 107 Ohio State, 
page 173, took the position that a rate 
ordinance under similar circumstances 
is appealable to the state commission, as 
the commission has jurisdiction to fix 
reasonable rates for a public utility of 
that sort. 

Recently the Union Gas & Electric 
Company appealed from an ordinance 
passed in 1930 by the city of Cincinnati, 
regulating natural gas rates. The ap- 
peal was taken to the Ohio state com- 
mission. The city moved to dismiss the 
appeal for lack of jurisdiction on the 


Company, St. Joseph Gas Company, 
City Light & Traction Company, Webb 
City & Carterville Gas Company, Ozark 
Distributing Company, Springfield Gas 
& Electric Company, and Carl Junction 
Gas Company, all distributing compa- 
nies, whereby the Cities Service Com- 
pany pays to the distributors a certain 
sum for every thousand cubic feet of 
gas distributed by them, taking for it- 
self the balance paid for such service 
by the retail consumers. The Cities 
Service denies that it is engaged in di- 
rect retail distribution, or is subject to 
the commission’s control. Re Cities 
Service Gas Co. et al. (Mo.) Case No. 
7523. 


7 
Res Adjudicata Does Not Apply to Commission Proceeding 


e 


ground that although the subsequent de- 
cision of the supreme court had modi- 
fied the former decision, nevertheless 
the instant appeal was by the same util- 
ity of an ordinance of the same city 
upon the same issues as were raised in 
the first decision, and the matter was, 
therefore, res adjudicata under the es- 
tablished legal doctrine that identical 
issues once settled by a court of compe- 
tent jurisdiction may not thereafter be 
disturbed, even though the legal posi- 
tion of the court might thereafter be 
modified by a subsequent decision in 
another case. The Ohio commission 
overruled the city’s motion to dismiss 
upon the ground that the doctrine of 
res adjudicata does not apply to matters 
before the public utilities commission. 
Re Union Gas & Electric Co. (Ohio) 
No. 6403. 
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Extra Charge for Dials on P.B.X. Phones Is Approved 


HE supreme court of Missouri 
has affirmed an order of the com- 
mission of that state permitting the 
Southwestern Bell Telephone Company 
to charge 25 cents each for equipping 
with dials, telephones attached to pri- 
vate branch exchanges. The order had 
been appealed to the court by the city 
of St. Louis. 
The state court ruled that the extra 
charge was not discriminatory as be- 


tween former manual service and the 
present automatic P.B.X. service, nor 
as between individual customers. The 
court said that a telephone company 
may, subject to the regulatory power of 
the state, adopt such reasonable regula- 
tions as will be fairly and generally 
beneficial to it and subscribers. State 
ex rel. St. Louis v. Public Service Com- 
mission et al. (Mo. Sup. Ct.) No. 
30540, 36 S. W. (2d) 947. 


Threatened Unemployment Is No Reason for Compelling 
Service at a Loss 


N granting authority to the Northern 

Alabama Railway Company to dis- 
continue certain passenger trains be- 
tween Parrish and Sheffield, Ala., the 
commission of that state ventured con- 
siderable discussion concerning the 
fiduciary capacity of a utility’s directors 
to act for the benefit of the investing 
public in the management of a utility’s 
operations, especially with regard to 
such matters as the reduction of un- 
warranted expenses. There were two 
leading contentions made by those who 
protested against the discontinuance of 
the train service: (1) that the railroad 
company was receiving a reasonable 
return from its operations as a whole; 
and (2) that to discontinue would at 
this time aggravate the unemployment 
situation. 

Upon the first point, the Alabama 
commission found that the 1930 income 
of the railroad had fallen off until its 
rate of return was only 1.6 per cent of 
its fair value as fixed by the Interstate 


Commerce Commission. This, the Ala- 
bama commission stated, could not be 
considered as reasonable by any one. 
Moving on to the second point, the 
commission stated that the executive 
officials of railroads and other large 
utilities are in a very real sense simply 
the managers of an estate owned by 
others. Not only are they bound by 
the principles of such trusteeship, but 
they are bound by many rules, both at 
common law and by statute, within 
which they must operate these proper- 
ties. Accordingly, the commission con- 
fessed that it had no authority under 
the law to compel the railroad to con- 
tinue trains in operation which were 
being operated at a substantial loss in 
order to prevent further unemploy- 
ment, however much the commission 
might dislike to take any action which 
would cause any person to lose employ- 
ment during the current period of eco- 
nomic depression. Re Northern Ala- 
bama Railway Co. (Ala.) Docket 6099. 


Manufactured Gas and Natural Gas Are Not 
Competitive Industries 


| ctr ere and natural gas 
cannot accurately be termed 
“competitive industries,” according to a 
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decision of the Idaho Supreme Court 
sustaining an order of the Idaho com- 
mission which granted a certificate of 








convenience and necessity and author- 
ized the construction of a natural gas 
pipe line to serve southeastern Idaho 
over the protest and objection of the 
Public Utilities Consolidated, Inc., an 
established and authorized manufac- 
turer and distributor of artificial gas in 
Pocatello and vicinity. The new pipe 
line will branch off from the Salt Lake 
City and Ogden terminals of an exist- 
ing line from the Wyoming natural gas 
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fields, and is expected to serve Frank- 
lin, Oneida, and Bannock counties, in- 
cluding seven cities and towns, of which 


Pocatello is one. The court held that 
the commission was justified in setting 
aside its own regulation, and that serv- 
ice to the public should be considered 
before protection to property of indus- 
tries affected. Public Utilities Consoli- 
dated, Inc. v. Idaho Public Utilities 
Commission (Ida.) 


e 


A Gas Company Receives Only a Third of a Heating Bill 


to court of appeals of the Dis- 
trict of Columbia has denied the 


Georgetown Gas Light Company a writ 
of error to review a municipal court 
verdict awarding only $85 of a gas bill 
for $246, which Edward E. Taylor, 
5120 39th street, N. W., Washington, 
D. C., refused to pay because he thought 
it exorbitant. On April 14, 1931, a 
municipal court jury had granted the 
company approximately one third of 
the bill sent to Taylor following testi- 
mony introduced by the defense that 
the bill for the year in question was 
for more than twice the amount re- 
quested the previous year for gas con- 
sumption of Taylor’s house-heating 
plant. The jury’s award amounted to 


exactly the same as the previous year. 

Taylor claimed also that his plant 
during the second year had been oper- 
ated on an average of only fourteen 
hours each day as compared with 
twenty-four hours’ operation during the 
preceding year. The gas company in- 
troduced evidence to the effect that 
Taylor’s meter was accurate and that 
the rates charged were in accordance 
with those on file with the public utili- 
ties commission. 

Municipal Judge Robert E. Matting- 
ly denied a motion by the company for 
rehearing from which action the peti- 
tion for a writ of error was requested. 
Georgetown Gas Light Co. v. Taylor 
(D. C. Ct. App.) May 19, 1931. 


7 


The Michigan Commission Reports on Motor Carriers 


A? a result of a rather careful in- 
vestigation into the rates, rules, 
and practices of motor carriers operat- 
ing in Michigan, the commission of 
that state has published some rather in- 
teresting conclusions. Questionnaires 
were sent to the 127 holders of out- 
standing permits, of which 98 replied 
and 71 appeared at hearings. 

From the evidence taken, it appears 
that motor carrier rates, generally 
speaking, practically conform to rail 
rates. The average rail rate was 3.6 
cents per mile as compared with the 
average bus rate of 3.5 cents per mile, 
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although in individual cases the bus 
rate was as low as 2 cents a mile and 
as high as 7 cents a mile. The com- 
mission found little uniformity existing 
among motor carriers with regard to 
rates or regulations, although practical- 
ly all had some sort of tariffs on file 
with the commission. The report found 
that most motor carriers were operat- 
ing independently with no interlocking 
control connections with other carriers. 
The commission believed that a uniform 
state-wide system of bus rates would 
be impracticable because of the differ- 
ence in operating conditions between 
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different carriers, and found the avail- 
able data insufficient upon which to 
base an order of individual bus rates. 

Concerning motor freight service the 
commission reported a “deplorable” 
condition as a result of rate cutting, 
unsound accounting, unwarranted com- 
petition, and inadequate inspection. It 
recommended the following improve- 
ments : 

1. Remedial legislation. 

2. More inspection by the commis- 
sion through the medium of an ade- 
quate force of inspectors. 

3. The strict observance of all rules 


and regulations by said industry itself. 

4. The employment of a uniform 
system of accounting; the improvement 
of terminal facilities; the standardiza- 
tion of equipment; and the strict ad- 
herence to published rates on the part 
of all common carrier freight opera- 
tors. 

5. The codperation between common 
carrier freight operators, who are en- 
deavoring to give the best possible 
service, and the shippers and _ traffic 
representatives. Re Report of Invests- 
gation of Motor Carriers (Mich.) 
Dockets D-2525, D-2542. 


Other Important Rulings 


J e- Oregon state public service 
commission was held by the Unit- 
ed States district court to be without 
authority, after a relocation and recon- 
struction of a highway by a county, to 
require a railroad company to pay a 
portion of the expense of the elimina- 
tion of the grade crossing (Oregon 
Law, §§ 5894-5896, as amended by 
Laws of Oregon 1927, p. 385). The 
court pointed out that the authority of 
the Oregon commission under the state 
laws over railroad crossings was to be 
exercised only after hearing, thus clear- 
ly implying that interested parties 
should be given an opportunity to be 
heard before the alteration or elimina- 
tion would be authorized or required. 
Northern Pacific Railroad Co. v. Pub- 
lic Service Commission (U.S. Dist. Ct.) 
No. 9065, 47 F. (2d) 778. 


Authority was granted by the Mis- 
souri commission to the Western Serv- 
ice Corporation, of Delaware, to exer- 
cise franchises to render gas service in 
certain Missouri communities, notwith- 
standing the probability that the project 
would not yield an adequate return at 
reasonable rates, where the company 
seemed willing to go ahead with the 
project on that basis using cash already 
on hand, and not proposing to finance 
any of the construction out of funds 
to be obtained from the sale of securi- 


ties to the public. Re Western Service 
Corp. (Mo.) Case No. 7426. 


Two holders of Class B motor car- 
rier certificates, found by the South 
Dakota Board of Railroad Commis- 
sioners to be guilty of deliberately vio- 
lating the Motor Carrier Act by cutting 
rates below the established schedules on 
file with the commission, were punished 
by a suspension of their permits for 
thirty days each. Re Duncan et al. 
(S. D.) Report 497-B, 2296-A, 1164-B, 
2245-B. 


In dismissing an application by an 
interstate motor carrier for an injunc- 
tion to restrain the enforcement of the 
Florida Motor Carrier Act of 1929, 
United States Circuit Judge Walker, 
rendering the opinion of a statutory 
three-judge Federal district court, held 
that a certificate of convenience and 
necessity which, in the case of an inter- 
state carrier, amounts to a permit to 
use the state’s improved highways and 
is granted on application as a matter 
of course, is legally demandable by the 
state as a prerequisite of the use of 
such highways. The court further 
ruled that the state might require of 
such interstate carriers, as reasonable 
compensation for the use of highways, 
the payment of a nondiscriminatory 
mileage tax; and might also require 
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compliance with uniform regulations 
reasonably necessary for the protection 
of the safety and comfort of travelers 
on the highway, including the filing of 
a bond for the protection of persons 
other than passengers who might be in- 
jured through the negligent operation 


of the interstate carrier. Alkazin v. 
Wells et al. (U. S. Dist. Ct.) No. 919, 
47 F, (2d) 904. 


The United States Supreme Court 
has refused to review a decision of the 
circuit court of appeals sustaining the 
right of the city of Indianapolis, Ind., 
to take over the Citizens Gas Company 
in accordance with the provisions of a 
1905 franchise. The company had ob- 
jected to the municipal acquisition on 
two grounds: (1) that its surrender of 
the 1905 franchise to the state in re- 
turn for an indeterminate permit termi- 
nated obligations of the company to the 
city arising out of the 1905 franchise, 
and (2) that the 1905 franchise did not 
create a public charitable trust in which 
the original subscribers to capital stock 
were the donors, the company a trus- 
tee, and the inhabitants of the city 
beneficiaries. Re Citizens Gas Co. (U. 
S. Sup. Ct.) 


The Michigan commission, in dismiss- 
ing an application of certain individ- 
uals for an order requiring the Michi- 
gan Bell Telephone Company to furnish 
service to them from its Port Huron 
exchange, held that it had no jurisdic- 
tion to require a telephone company 
against its will to enter upon territory 
already being serviced by another com- 
pany on the ground of the greater con- 
venience to the service that the former 
might be able to give. Re Stevenson 
et al. (Mich.) T-526. 


In dismissing proceedings brought to 
review an order of the public utilities 
commission of Ohio, the supreme court 
of that state has ruled that it is the 
duty of that court to decide only actual 
controversies, and not to give opinions 
upon moot questions, or abstract propo- 


PUBLIC UTILITIES FORTNIGHTLY 


sitions. The court also held that a pe- 
tition in error to review an order of 
the commission must be filed within 
sixty days from the date of entry of 
the final order of the commission; that 
an application for rehearing before the 
commission is a jurisdictional pre- 
requisite to the error proceedings, and 
that only a party to proceedings before 
the commission can prosecute such ap- 
pellate proceedings. Travis et al. v. 
Ohio Public Utilities Commission et al. 
(Ohio Sup. Ct.) Nos. 22598, 22599, 
22629, 175 N. E. 586. 


An electrical consumer was held by 
the Louisiana Court of Appeals to be 
entitled, under a contract providing for 
the refund of $25 for each new con- 
sumer receiving power through an ex- 
tension line paid for by the former 
consumer, to a refund for each new 
consumer whether directly or through 
lateral lines connected with the exten- 
sion line. The court also held that any 
doubts and ambiguities arising in a con- 
tract for rural electrical extension 
drawn by an electrical utility must be 
construed in favor of the consumer. 
Meyer v. Southwestern Gas & Electric 
pe (La. Ct. App.) No. 3335, 133 So. 


The right of the city of Klamath 
Falls to regulate taxicabs has been sus- 
tained by the supreme court of Oregon. 
An Oregon statute defining general 
powers of members of common coun- 
cils of cities or towns was held to be 
inapplicable to Klamath Falls, which 
was organized under a special charter 
conferring upon that city the right to 
regulate the use of public thoroughfares 
for foot passengers, animals, bicycles, 
automobiles, and vehicles of every de- 
scription. The court said also that the 
city had a right to require from such 
taxicab operators the filing of liability 
insurance in an amount additional to 
that required by the state public service 
commission. Fenwick v. Klamath Falls 
et al. (Or. Sup. Ct.) 297 Pac. 838. 


Nore.—The cases above referred to will be published in full or abstracted 
in Public Utilities Reports. 
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MORTON MOTOR CO. v. WEST VIRGINIA WATER SERV. CO. 


WEST VIRGINIA PUBLIC SERVICE COMMISSION 


Morton Motor Company et al. 


Vv. 
W est Virginia Water Service Company 


[Case No. 2049.] 


Rates — Water — Sprinkler service. 


The Commission refused to eliminate a charge by a private water utility 
for a 6-inch connection to sprinkler service of private patrons for fire pro- 
tection, notwithstanding the claims of such sprinkler patrons that the util- 
ity was receiving adequate compensation for fire protection service from 
the municipality, where by reason of the fact that the utility was earning 
only as much as it was entitled to earn, the reduction in the revenue that 
would result from the sustaining of such complaint would require an in- 
crease in the rates of other customers and a readjustment of the utility’s 
entire rate structure in a proceeding which would involve notice and op- 
portunity to be heard, to the municipality and all other interested parties. 


[April 9, 1931.] 


Penge + by certain commercial water consumers against 
rates charged by a water utility for sprinkler service; com- 
plaint dismissed. 


APPEARANCES: Russell ‘S. Ritz 
and H. F. Porterfield, Bluefield, for 
complainants ; Sanders, Crockett, Fox 
and Sanders, Bluefield, for defendant. 


By the Commission: This is a 
complaint against West Virginia Wa- 
ter Service Company (successor to 
Bluefield Water Works and Improve- 
ment Company) by Mortcn Motor 
Company and eleven other owners of 
business plants and industries in the 
city of Bluefield which are equipped 
with automatic sprinkler systems for 
the control of fire. 

The complaint asserts that the util- 
ity’s charge of $200 per year [for a 
6-inch connection] is arbitrary, ab- 
P.U.R.1931C.—8. 


solutely illegal, and void, and prays 
for an order commanding the utility 
to cease and desist from imposing 
such charge. 

Complainants contend that at great 
cost and expense to themselves they 
have had their respective plants and 
properties equipped with automatic 
sprinkler devices for the control and 
prevention of fire damage, that there- 
by the general fire hazard is greatly 
reduced with consequent lessening of 
the burden imposed on the water com- 
pany to furnish general public fire 
protection service, that the city of 
Bluefield, out of general municipal 
taxes and revenues, pays the utility 
“full compensation for all water and 
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service provided and furnished by said 
defendant water service company for 
fire protection purposes, and that 
these complainants contribute their 
share and proportion to the payment 
of said charges so made by said city 
to said water service company in the 
payment of taxes which complainants 
pay annually to said city.” 

An alternative order was made un- 
der the statutory procedure requiring 
the water company to satisfy the com- 
plaint within ten days, or to make an- 
swer thereto. 

The defendant declined to satisfy 
the complaint and filed its answer de- 
nying that its charges for private fire 
protection service are unlawfully im- 
posed or that the rate involved in the 
complaint is illegal and void, and as- 
serting the charges are legal and valid. 
Among other things, the answer de- 
nies that the general fire hazard in the 
city is greatly reduced by the mainte- 
nance and operation of sprinkler sys- 
tems, and avers that the reduction iy 
fire hazard is limited to the plants and 
properties so equipped and to prop- 
erties adjacent thereto, that the equip- 
ment of such properties with such de- 
vices results in special, private, and 
individual protection, and that the 
service rendered by the defendant wa- 
ter company in supplying water serv- 
ice to such automatic sprinkler sys- 
tems is a special and individual service 
rendered to each of the complainants, 
resulting in extra savings in insurance 
charges against the properties so 
equipped and served. It also denies 
that the payment to the defendant by 
the city of Bluefield of certain com- 
pensation for furnishing public fire 
protection service imposes on the de- 
fendant any obligation to furnish com- 


plainants with private fire protection 
by means of water for use in said 
sprinkler devices. In an amended 
and supplemental answer the defend- 
ant pleads certain proceedings involv- 
ing its rates in Re Bluefield Water 
Works & Improv. Co. (1926) 14 
Ann. Rep. 108, 2 W. Va. P. S. C. 
Decisions, 382, P.U.R.1927B, 275, 
and in Case No. 1811, Re West Vir- 
ginia Water Service Co. January 9, 
1928, 15 Ann. Rep. 224, lately pend- 
ing before this Commission, and in 
Bluefield Water Works & Improv. Co. 
v. Public Service Commission, Decem- 
ber 29, 1927, Case No. 1960 in equity, 
lately pending in the United States 
district court for the southern district 
of West Virginia. ! 

The testimony was taken at Blue- 
field November 7, 1930, and the case 
submitted on briefs, the last of which 
was filed January 9, 1931. 

There is little, if any, controversy 
over the facts involved. The question 
presented for determination here is 
whether any charge should be made 
for water service required to operate 
the automatic sprinkler systems which 
complainants and others have installed 
and connected with the mains of the 
water company at their own expense. 

Complainants argue in their briefs 
that the operation of sprinkler devices 
prevents fires which would otherwise 
require large quantities of water from 
the defendant’s plant; that the pump- 
ing, storage, and transmission systems 
of the defendant are, therefore, re- 
lieved of a potential burden; that no 
cost of supplying water for the sprin- 
kler service is imposed upon the util- 
ity beyond that for which it is rec- 
ompensed by the municipality in the 
payment of an annual charge of $27,- 
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080 for public fire protection. The 
defendant points out a potential addi- 
tional burden upon its water plant 
from leakage and the breaking of 
connections with or without a fire. It 
insists that it renders a valuable serv- 
ice to each of the complainants by sup- 
plying their sprinklers with water, and 
that its published rates for that serv- 
ice are reasonable and fair and bind- 
ing upon all parties by virtue of the 
Commission and court proceedings 
mentioned. 

In practical rate making the prob- 
lem of allocating charges for water 
service between domestic and com- 
mercial customers, on the one hand, 
and municipal and industrial custom- 
ers desiring public and private fire 
protection service, on the other, is not 
without its difficulties. Under ideal 
circumstances it is more simple. If in 
a small city, in which a system of 
3-inch distribution lines (with pump- 
ing and storage facilities sufficient to 
operate it) is adequate for the needs 
of domestic and commercial custom- 
ers, it is desired by the municipality 
or others that 8-inch mains (with nec- 
essary pumping and storage facili- 
ties) be installed and operated in order 
to provide protection against fire, it 
appears to be fundamental that do- 
mestic and commercial customers 
should bear the costs and charges of 
operating that part of the plant cor- 
responding to a 3-inch distribution 
system and the municipality and oth- 
ers requiring the additional plant fa- 
cilities should bear the additional op- 
erating charges incident to the addi- 
tional distribution, pumping, and stor- 
age equipment. 

It is not contended in this case that 
such allocation has not been properly 


made in the prevailing charges for wa- 
ter service at Bluefield. In Re Blue- 
field Water Works & Improv. Co. 
supra, this Commission undertook to 
comply with the mandate of the Unit- 
ed States Supreme Court in the util- 
ity’s suit against it, reported in 262 
U. S. 679, 67 L. ed. 1176, P.U.R. 
1923D, 11, 43 Sup. Ct. Rep. 675, by 
prescribing the following rates: 

For general domestic and commer- 
cial use 80 cents per thousand gallons 
for the first 2,000 gallons used per 
month ; 60 cents per thousand for the 
next 3,000 gallons; 40 cents for the 
next 20,000 gallons; 32 cents for the 
next 225,000 gallons; and 28 cents per 
thousand for monthly consumption in 
excess of 250,000 gallons, with the 
following schedule of minimum rates 
as the respective monthly charges to 
be made in the event no water is 
used, or a quantity used which at the 
meter rates does not exceed the mini- 
mum charge: 


$1.60 per month 
2.40 per month 


For §& inch imeter ....... 
# inch meter ....... 


1 inch meter ....... 4.20 per month 
te. Fe 6.60 per month 
14 inch meter ....... 9.50 per month 
2 inch meter ....... 10.90 per month 
S WICK MCT .cccccs 38.00 per month 
4 inch meter ....... 67.00 per month 
6 mci meter ....... 152.00 per month 


For public fire protection service 
$26,000 per annum, with certain pro- 
visions governing hydrants installed 
on new mains; and for private fire 
protection (stand-pipe, fire hydrant, 
or sprinkler service) : 





2-inch line $30.00 per annum 
3-inch line 60.00 per annum 
4-inch line .............. 100.00 per annum 
CE OED cvcccseenecess 200.00 per annum 


The utility attacked the rates so 
prescribed by a bill in equity in the 
United States district court, contend- 
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ing for the rate schedules for which 
it had applied to the Commission, 
which included a charge of $51,000 
a year for public fire protection. An 
interlocutory order was made by the 
court May 11, 1927 (see 14 Ann. 
Rep. 156) enjoining the rates pre- 
scribed by the Commission, authoriz- 
ing the utility to increase the schedules 
not to exceed 10 per cent, and refer- 
ring the cause to a master to take evi- 
dence. On October 1, 1927, the city 
of Bluefield and West Virginia Water 
Service Company (successor to the 
Bluefield Company) entered into a 
contract, the effect of which, among 
other things, was to terminate the con- 
troversy over water rates and the ad- 
equacy of water service at Bluefield 
which had been pending in one form 
or another in one tribunal or another 
since August 18, 1914. 

The compromise contract was pre- 
sented to the district court December 
29, 1927, and a decree entered direct- 
ing the water company to “put into 
force and effect as of the Ist day of 
January, 1928, the schedule of rates, 
tolls, and charges set up and pre- 
scribed by the Public Service Com- 
mission of West Virginia in its order 
of December 2, 1926,” except as to 
certain conditions for charges in ex- 
cess of $26,000 a year for public fire 
protection on account of the installa- 
tion of additional hydrants and the 
ownership of hydrant equipment. 
(See 15 Ann. Rep. 224.) 

Thus was solemnly terminated, by 
agreement, a long drawn out rate con- 
troversy, the result of which was a 
rate schedule designed to earn $176,- 
250 in 1928, and to require that do- 
mestic and commercial customers pay 
for their service approximately $145,- 
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WEST VIRGINIA PUBLIC SERVICE COMMISSION 


000 annually of that sum, while, ac- 
cording to the evidence in this pro- 
ceeding, the city of Bluefield and users 
of sprinkler service paid last year 
$31,210, or $27,080 and $4,130, re- 
spectively, for operating charges on 
that portion of the utility’s plant re- 
quired for fire protection in excess of 
the requirements for general service. 

Existing rate schedules at Bluefield, 
therefore, have a history that entitles 
them to great weight. They were in- 
vestigated in proceedings in which the 
Commission had the assistance of able 
and alert counsel and efficient engi- 
neering experts who represented the 
people. They were prescribed over 
the protest of the utility before the 
Commission and in state and Federal 
courts. They were scrutinized by the 
courts, and, in the light of judicial 
decrees, they were agreed to by the 
parties concerned. Every customer of 
the utility had notice of the proceed- 
ings before the Commission, as well 
as opportunity to seek to intervene and 
be heard in the court case. The city 
did intervene. 

We do not understand from the evi- 
dence in this case that any attempt is 
made to show that the amount the util- 
ity collects from all its customers in 
Bluefield constitutes more than just 
compensation for the use and opera- 
tion of its water plant. Indeed, as 
disclosed by the public records on file 
with this Commission, the history of 
the plant’s operation under the terms 
of the compromise and agreement be- 
tween the utility and the city does not 
appear to warrant the assumption that 
such an attack could be sustained at 
this time. 

However, the complainants insist 
that they should be relieved of charges 
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which, with those of other like cus- 
tomers, aggregate $4,130 a year. 
They contend, for the reasons here- 
inbefore set out, that no charge should 
be exacted for supplying water to an 
automatic sprinkler system. While we 
by no means agree with that conten- 
tion, and have found no case in which 
a privately owned utility has been re- 
quired to furnish such service without 
making a charge therefor, yet it would 
appear unnecessary to decide that 
question here for the reason that any 
reduction in the utility’s earnings 
from this source must be made up in 
additional revenue from some other 
source. There is no showing that the 
utility is overpaid for the operation of 
its plant to the extent of $4,130 a 
year, or any other sum. If it is to be 
deprived of that sum, it would reason- 
ably look to the general consumers for 
an increase in their rates, or to the 
municipality for an increase in its pay- 
ments for public fire protection in an 
equal amount. Any reduction in the 
charges aggregating $4,130 a year for 
‘ sprinkler service would, under the cir- 
cumstances of this case, require an 
investigation of the entire rate struc- 


ture in effect at Bluefield, of which 
domestic and commercial customers, 
as well as the city, should have notice, 
and in which they have a right to be 
heard. However, we are not asked 
to modify the charge, but to elimi- 
nate it from the utility’s schedules. 
Moreover, if in a proper case and 
after notice to all parties likely to be 
affected, we were to consider a modi- 
fication of the rate of $200 per annum 
for a 6-inch connection for sprinkler 
service, it would be necessary to relate 
it, on some basis of comparison, to 
the minimum rate of $152 per month 
for a 6-inch connection for other uses. 

While there is no complaint here 
of unlawful discrimination in the util- 
ity’s rate schedules as between the city 
and sprinkler service customers, or 
other users of water, we are not im- 
pressed with any circumstances that 
would warrant the Commission’s in- 
vestigation of that question on its own 
motion, which it would not hesitate 
to do in a proper case notwithstand- 
ing the technical nature of the com- 
plaint filed. 

The complaint in this case will, 
therefore, be dismissed. 





NEBRASKA STATE RAILWAY COMMISSION 


Re Inavale Independent Telephone 
Company 


[Application No. 8847.] 


Rates — Necessity of valuation to adjust — Rates obviously insufficient. 
1. An increase of a rural telephone rate to a certain class of subscribers 
to $12 per year was authorized without a formal finding of value, where 
such valuation would require considerable expense and where the Com- 
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mission was aware that the existing rate charged, $10 per year, was in- 


sufficient compensation for the type of service rendered, p. 118. 
Payment — Rural telephone service — Gross and net rates. 


2. The adoption of a “gross and net rate rule” whereby yearly telephone 


subscribers were allowed three months in which to pay at the net rate, 
after which the gross rate would apply, was held proper for a small rural 


company, p. 118. 


[March 25, 1931.] 


FS penny of a telephone company for an increase in 


rates; granted. 


DrakE, Commissioner: [1] Ap- 
plicant herein was originally a coop- 
erative mutual farm line company, 
serving only its members, but after its 
organization did serve, and is now 
serving, subscribers who are not 
stockholders, and heretofore have 
published and collected a different 
rate for stockholders than nonstock- 
holders. Applicant now desires to in- 
crease the rate to stockholders of $10 
per year to the same rate now charged 
nonstockholders of $12 per year. Ap- 
plicant further requests a gross and 
net rate rule. 

The records on file in the offices of 
the Commission show that applicant 
company is a Class “F” company, and 
the files do not show any valuation, 
nor is it possible for applicant to make 
a showing as to its valuation without 
considerable expense. The Commis- 
sion is well aware that a rate of $10 


per year is not adequate for rural serv- 
ice, which is the present rate being 
charged to stockholders, and will not 
allow any reserve to be set aside for 
the use and benefit of the company 
in keeping its property properly main- 
tained. 

[2] The Commission is also of the 
opinion that the gross and net rate 
rule is proper and should be applied 
to this company. Applicant desires, 
at the present time, to publish and col- 
lect a rate of $12 per year net to all 
subscribers, with a gross rate of $13, 
allowing a three months’ period for 
the payment of the net rate. It further 
requests that all subscribers paying on 
a yearly rate should pay on a fiscal 
year starting April Ist, each year. 
The Commission is of the opinion and 
so finds that the above cited requests 
are reasonable, and an appropriate or- 
der will be issued. [Order omitted.] 
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FLORIDA TELEPHONE CORP. v. FLORIDA RAILROAD COM. 


UNITED STATES CIRCUIT COURT OF APPEALS, FIFTH CIRCUIT 


Florida Telephone Corporation 


Vv 


Florida Railroad Cxemsioiion et al. 


[No. 5882.] 
(47 F. (2d) 467.) 


Valuation — Cost of financing. 
1, The expense incurred by the buyer of a public utility system in getting 
funds required to enable it to pay the purchase price cannot, for rate- 
making purposes, properly be regarded as an element of the value of the 
property bought, p. 120. 

Appeal and review — Presumptions — Testimony of Commission’s engineer — 

Confiscatory rates. 

2. A Federal district court may not indulge a presumption favoring the 
testimony of a state Commission’s engineer, as against the evidence of a 
public utility company, in determining the question whether rates sought 
to be enforced by the state Commission are confiscatory, p. 121. 

Depreciation — Basis for computation — Prejudicial error. 
3. The failure of a lower court to discriminate between estimates of utility 
depreciation based on observed condition of the property and an estimate 
largely based on conjectures as to the age and condition of equipment, 
was held on appeal to be the application of rules not recognized by the 
law, p. 121. 

Expenses — Uncollectible revenue — Telephone utility. 
4. The item of uncollectible revenue should be included in computing the 
operating expenses of a telephone utility functioning with a system of 
accounts prescribed by its own state Commission, as well as the Interstate 
Commerce Commission, providing for such an item, p. 122. 

Apportionment — Interstate and intrastate telephone service. 
5. The apportionment of certain telephone property in a rate-making pro- 
ceeding between interstate and intrastate service was ordered to be given 
consideration, upon a remand of the proceedings to a lower court for 
further action, p. 123. 


[March 6, 1931.] 


ages by a telephone company from a decree of a lower 

Federal district court sustaining its suit for injunction 

to restrain the enforcement of a rate order of the Florida 

Railroad Commission on the ground that rates fixed by the 

lower court were also confiscatory; lower court reversed and 
cause remanded for further proceeding. 
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UNITED: STATES CIRCUIT COURT OF APPEALS 


APPEARANCES: J. Prince Webster, 
of Atlanta, Georgia (J. Prince Web- 
ster, of Atlanta, Georgia, and R. P. 
Hamlin, of Tavares, Florida, on the 
brief), for appellant; Theo. T. Turn- 
bull, of Tallahassee, Florida for ap- 
pellees. 

Before Bryan, Foster, and Walker, 
Circuit Judges. 


WALKER, Circuit Judge: By its 
bill in equity the appellant sought an 
injunction restraining the enforcement 
of an order of the appellee Florida 
Railroad Commission prescribing a 
schedule of rates and charges for ap- 
pellant’s telephone business at Ocala, 
Florida. After hearing evidence, the 
court rendered a decree enjoining and 
restraining the appellees from inter- 
fering with the appellant in adopting 
and collecting rates not to exceed 
those specified by the court for tele- 
phone service furnished by appellant 
at its local exchanges at Ocala, without 
prejudice to the rights of the Florida 
Railroad Commission to reéxamine 
and adjust said rates in the future. 
Under the maximum rates fixed by 
the court, appellant’s revenue would be 
increased above what it would have 
received under the rates prescribed by 
the Railroad Commission. Appellant 
contends that the rates allowed by the 
decree are confiscatory as a result of 
the undervaluation by the court of the 
property useful for and used in appel- 
lant’s telephone business in Ocala and 
of the court’s failure, in estimating the 
amounts of appellant’s revenue from 
the rates allowed, to take into consid- 
eration items shown by the evidence 
and properly chargeable against gross 
revenue. Criticisms of the result 
reached by the court and of the meth- 
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ods adopted in reaching that result 
are based on the grounds that in fix- 
ing the going concern value of the 
property the court disallowed items or 
elements that should have been ap- 
praised and included in that value; 
that the cost of financing shown by 
the evidence should have been added 
in determining the value of the prop- 
erty useful for and used in the busi- 
ness ; that the amounts allowed by the 
court for accrued and annual deprecia- 
tion were substantially more than the 
evidence showed; that the item of un- 
collectible revenue shown by the evi- 
dence should have been included in 
computing operating costs; and that 
the evidence called for an allowance 
for an increase of wages, and for an 
allowance for regrading or reclassify- 
ing the services rendered by reason of 
changes in such services following an 
increase of rates. 

As to the court’s action with refer- 
ence to the matter of going concern 
value, it is enough to say that in our 
opinion it does not appear from the 
record that the court undervalued that 
item. 

[1] The above-mentioned claim as 
to cost of financing is based on evi- 
dence showing that appellant, when 
it bought the Ocala property in 1926, 
acquired the amount needed to pay 
the purchase price by selling its pre- 
ferred stock having a par value of 
$100 a share at the price of $88 a 
share. The amount of the discount 
is asked to be treated as an element 
of the value of the property acquired. 
The value of such property is not in- 
creased by a mere change of its own- 
ership. The value after the sale 
would have been the same if, instead 
of appellant getting the amount of the 
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price by selling its preferred stock at 
a discount, it had paid the price with 
cash it had in hand or which it ob- 
tained by disposing of its obligations 
or securities at the par or face value 
thereof. Such an expense so incurred 
by the buyer in getting the funds re- 
quired to enable it to pay the pur- 
chase price cannot properly be regard- 
ed as an element of the value of the 
property bought, to be determined in 
fixing rates to be charged, that ex- 
pense being one which need not have 
been incurred by a buyer whose finan- 
cial condition or credit was such as 
to enable him to get funds on better 
terms. 

[2, 3] Three engineers, E. B. 
Greene, an engineer of the Florida 
Railroad Commission, George Mar- 
tin, and J. K. Johnston, the quali- 
fications of all of whom were ad- 
mitted, testified before the court as to 
depreciation. It appeared from the 
testimony of Mr. Greene that he in- 
spected between 50 and 100 of the 1,- 
300 telephone stations at Ocala, and 
that in estimating depreciation he was 
influenced by what the books of the 
owner showed as to the increase from 
year to year of the number of tele- 
phones in use; that showing appar- 
ently being treated by him as evidence 
of the age of equipment which was 
not seen or examined by him. Mr. 
Martin stated that he made a personal 
observation of practically all of the 
property, and that he used the ob- 
served depreciation basis, which has 
no reference to any book record, or 
anything else than the amount of 
money it would take to restore the 
property to 100 per cent operating 
condition. Mr. Johnston stated that 
he visited and tested more than 50 


telephones, that he saw all of the tele- 
phone property in the city of Ocala 
and a large part of the properties out- 
side of Ocala, that he arrived at the 
depreciated condition of the property 
by personal inspection of that portion 
which he saw, and by applying the 
same rate to the remainder; and that 
the only way of appraising depreciated 
property is by personal inspection. 
According to the testimony of Mr. 
Greene, the percentage of depreciation 
was substantially greater than that 
shown by the testimony of the other 
two engineers. The court’s opinion 
contained the following: 

“The court is of the opinion that 

the preponderance of the evidence 
fails to establish the incorrectness of 
the figures arrived at by the defend- 
ant in determining the present physi- 
cal value of the property as depre- 
ciated, particularly in view of the fact 
that if the low value found by the en- 
gineer Martin be used in conjunction 
with the high depreciation figure 
found by Engineer Johnston, a result 
not greatly different from that of re- 
spondent’s engineer will be arrived at. 
It is, therefore, the view of the court 
that the respondent’s figures on this 
item are to be used in computing the 
rates. , 
“The court is unable to say from 
the evidence that the complainant has 
sustained the burden of establishing 
that the allowance used by the Com- 
mission for annual depreciation is in- 
correct. . 

The just set out statements indicate 
that the court, in considering the tes- 
timony of the three engineers on the 
subject of depreciation, assumed that 
there was a presumption in favor of 
the correctness of the testimony of the 


P.U.R.1931C. 121 








UNITED STATES CIRCUIT COURT OF APPEALS 


appellee’s engineer, and that there was 
no ground for preferring estimates as 
to depreciation which were based on 
observed conditions over averages 
based on assumed probabilities. It 
appears that the court, in passing on 
the question of depreciation, applied 
rules not recognized by law. The ap- 
pellant had the burden of proving the 
value of its property useful for and 
used in its telephone business, that 
value being a fact required to be made 
known to the court for it to be enabled 
to determine what rates for the serv- 
ices rendered would be reasonable and 
nonconfiscatory; but on the question 
as to such value the law raised no pre- 
sumption in favor of the testimony on 
the subject introduced by the appellee, 
or against that introduced by the ap- 
pellant. Apparently the court, in 
adopting appellee’s figures as to depre- 
ciation, failed to discriminate between 
estimates based on observed condi- 
tions of the property and an estimate 
largely based on conjectures as to the 
age and condition of equipment. Pa- 
cific Gas & E. Co. v. San Francisco, 
265 U. S. 403, 68 L. ed. 1075, P.U.R. 
1924D, 817, 44 Sup. Ct. Rep. 537. 
[4] The court ruled that in com- 
puting operating costs no allowance 
should be made of uncollectible reve- 
nue. Evidence showed that the sys- 
tems of accounts prescribed by the In- 
terstate Commerce Commission and 
by the Florida Railroad Commission 
provided for the item uncollectible 
revenue, and required it to be set up. 
The revenues shown on such accounts 
reflect the total amount of billings. 
Under a rule of the Florida Commis- 
sion a subscriber gets telephone serv- 
ice on credit for at least one third of 
each month, the stoppage of the serv- 
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ice not being permitted before the ex- 
piration of that time. The testimony 
of appellant’s president included the 
following : 

“The company is authorized by the 
Railroad Commission rules to collect 
rentals in advance, such authorization 
providing that if the rentals are not 
paid by the tenth of the current 
month, we can discontinue the service. 
However, such a policy during present 
conditions, and conditions that existed 
at that time, would only result in a 
great reduction of revenue on account 
of general financial conditions. If we 
discontinued service with everyone 
who did not pay by the tenth of the 
month, there would not be near as 
much revenue as shown there, and 
the way the tolls are billed we must 
necessarily charge forty days’ tolls to 
each subscriber before we can discon- 
tinue service,—that is, our bills are 
made out from the twentieth to the 
twentieth, so it would be forty days 
of toll service before, under the Com- 
mission’s ruling, we would be author- 
ized to discontinue the service. On 
exchange revenue, we are permitted to 
discontinue the service if bills are not 
paid by the tenth of the month. How- 
ever, toll revenue is included in the 
total revenue, but deducted from the 
actual income. I do not believe that 
if we insisted upon payment in ac- 
cordance with the Commission’s rules 
that the people who have telephone 
service would pay it. There has been 
a large percentage of our subscribers 
who are perfectly good financially, but 
who would not have a very regular in- 
come and would not have the money 
every month to meet their bills ; people 
of good sound responsibility who, if 
we were to discontinue their service, 
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would become offended and we would 
lose the subscriber and revenue also. 
A large percentage of them pay when 
you let the bills run for some time. 
Of course, there is bound to be some 
losses, too.” 

It appeared from the evidence that 
a result of excluding any deduction on 
account of uncollectible revenue was 
to make appellant’s operating revenue 
appear to be substantially more than 
it actually was. The amounts charged 
by the appellant against its customers 
for telephone services was less than its 
revenues actually received from that 
source by the parts of those amounts 
which were not voluntarily paid and 
turned out to be uncollectible. Ap- 
pellant’s apparent revenue from tele- 
phone services charged for properly 
was subject to a deduction on account 
of the part of it which was provable 
and proved to be uncollectible. 

The court ruled against a claim of 
the appellant that it was entitled to an 
allowance on account of regrading or 
reclassifying telephone services fol- 
lowing an increase of rates. This 
claim was based on the suggested 
probability of some subscribers chang- 
ing to a lower priced service upon the 
increase of the rates for different serv- 
ices. This action of the court is sus- 
tainable on the ground that the evi- 
dence was not such as to require that 
it be regarded as furnishing a satis- 
factory basis for a conclusion as to 
what changes of the kind mentioned 
would occur following an increase of 
rates. 

In behalf of the appellant it was 


contended that the court, in estimat- 
ing appellant’s operating expenses, 
should have allowed for a prospective 
increase of the wages of its employees 
at Ocala. The evidence did not show 
that appellant had increased the wages 
of its employees, or what wages would 
be fair and reasonable. The showing 
in this regard was such that the court 
is not chargeable with error for fail- 
ing to include in appellant’s operating 
expenses any definite amount to take 


care of a prospective increasé of . 


wages. 

[5] Appellant’s bill contained alle- 
gations to the effect that its telephone 
property at Ocala was connected with 
the system of other companies extend- 
ing beyond the state of Florida, so 
that it transacts an interstate as well 
as an intrastate business. The record 
does not indicate that in the trial any 
consideration was given to the circum- 
stance that the property in question 
was used in interstate business. The 
matter of the apportionment of that 
property between the interstate and 
intrastate services should have consid- 
eration in another trial. Smith v. Illi- 
nois Bell Teleph. Co. (1930) 282 U. 
S. 133, 150, 75 L. ed. —, P.U.R. 
1931A, 1, 51 Sup. Ct. Rep. 65. 

Because of the above-mentioned er- 
rors, the decree is reversed, and the 
cause is remanded for further pro- 
ceedings not inconsistent with this 
opinion. 

Reversed. 


Foster, Circuit Judge, concurs in 
the result. 
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KENTUCKY COURT OF APPEALS 
Kentucky Utilities Company 


Vv. 
City of Paris et al. 
(— Ky. —, 35 S. W. (2d) 873.) 


Franchise — Contractual obligations. 
1. A franchise between a city and a utility constitutes a contract and its 
obligations are binding upon both parties, p. 125. 


Constitutional law — Property rights — Temporary rates. 
2. A court order providing for the continuation of service by a gas utility 
under a temporary contingent rate agreement with certain municipalities, 
pending a final determination of reasonable rates by proper authorities, 
was held not to be unconstitutionally violative of property rights, p. 125. 


Rates — Disputed franchise rights — Service under court compulsion. 
3. A utility is entitled to a reasonable compensation for the rendition of 
service, regardless of rates fixed by a franchise under legal dispute, where 
it is compelled by a court at the instance of the city to continue to render 
service, which the utility had threatened to discontinue, p. 125. 


Rates — Powers of court — Disputed franchise. 
4. Although a court, upon the expiration of or pending a determination 
of a dispute concerning a franchise between a gas utility and a municipal- 
ity, cannot make a new contract between such parties, it can, as the only 
authority having jurisdiction of the matter at such a time, condition the 
relief granted by it so as to avoid hardship and injustice, p. 125. 

Rates — Franchises — Neighboring cities — Temporary rates. 
5. A gas utility, having a franchise with a particular municipality permit- 
ting the former to charge rates conforming with those charged in neigh- 
boring cities, is within its rights in raising rates in such municipality to 
conform with temporary contingent rates in such neighboring cities, where 
its franchises in the latter cities had expired and there were pending rate 
proceedings to fix new rates, p. 128. 

Rates — Court powers — Impounded fund pending rate settlement. 
6. A court has no authority to dispose of any part of a fund impounded 
under a contingent gas rate agreement, pending a determination of a rate 
controversy between a gas utility and certain cities, until records show a 
final determination of such controversy, p. 128. 


[February 17, 1931.] 


A PPEAL by a gas utility from a judgment of a circuit county 

court sustaining a suit brought by a city and certain gas 

consumers to recover a fund voluntarily impounded by the util- 

ity pending the determination of a rate controversy; reversed 
and remanded with directions. 
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KENTUCKY UTILITIES CO. v. PARIS 


APPEARANCES: Gordon & Lau- 
rent, of Louisville, for appellant ; Wil- 
liam Blanton, of Paris, for appellees. 


Wutuls, J.: The city of Paris and 
two individual gas consumers, for the 
benefit of themselves and all other gas 
consumers of the city, instituted an 
action against the Kentucky Utilities 
Company to recover a fund, volunta- 
rily impounded by the defendant, rep- 
resenting the amounts collected from 
gas consumers in excess of 40 cents 
per thousand cubic feet of gas con- 
sumed during the period from Decem- 
ber 1, 1925, to December 1, 1927. It 
was sought also to prevent the defend- 
ant from charging or collecting any 
amount for gas in excess of 40 cents 
per thousand cubic feet of gas sold 
in the city of Paris during the life 
of the existing franchise. The circuit 
court sustained a demurrer to the de- 
fendant’s answer, counterclaim, and 
cross petition and awarded the plain- 
tiffs the entire relief sought by them. 
The defendant has prosecuted an ap- 
peal from the judgment. The facts 
necessary to an understanding of the 
case may be briefly recited. 

In March, 1913, the city of Paris 
sold the franchise now owned by the 
appellant, and under which gas is be- 
ing supplied to the city and its inhab- 
itants. At that time the gas rate in 
Paris was 40 cents per thousand cubic 
feet, with 5 cents discount for prompt 
payment, and corresponded with the 
rates prevailing in Lexington, Win- 
chester, and Mt. Sterling, the four 
cities being served by the same com- 
pany. But the franchises in Lexing- 
ton, Winchester, and Mt. Sterling had 
been granted in 1905 and would ex- 
pire in 1925. 


In August, 1913, the original pur- 
chaser sold its Paris franchise to the 
Paris Gas & Electric Company, and 
on December 27, 1923, it was acquired 
by the appellant. The franchise ex- 
pires by its terms in March, 1933. 

The taproot of the present contro- 
versy is found in § 12 of the fran- 
chise, which reads: 

“It is agreed that the company at 
the commencement of business shall 
charge for natural gas 35 cents net, 
per thousand cubic feet . . . and 
that this rate shall not at any time, 
during the term of this franchise, ex- 
ceed 55 cents per thousand cubic feet, 
at standard pressure, for natural gas 
(that is, a charge of 55 cents per thou- 
sand, with an allowance of 5 cents 
per thousand if the consumer’s bill 1s 
paid on or before the tenth day of the 
following month); and the company 
shall furnish to any citizen of the city 
of Paris natural gas at a price not 
exceeding the above rates. . 

“But it is further provided that the 
minimum rate of 35 cents net shall be 
in force and remain in effect for the 
same length of time in Paris, that the 
said rate is effective in Lexington, 
Winchester, and Mt. Sterling, or any 
of them, and when an increase in the 
rates is made at any time in those 
cities, a similar increase shall become 
effective and operative in Paris. 

“And at no time shall the net rate 
charged in Paris be more than the net 
rate charged in any one of the herein- 
before named cities.” 

[1-4] Prior to 1925, at which time 
the franchises in Lexington, Winches- 
ter, and Mt. Sterling expired, the gas 
company serving those three cities 
sought in vain to negotiate new fran- 
chises. At the expiration of its fran- 
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chises in those cities the gas company 
gave notice that the service would be 
discontinued. Litigation was thereby 
precipitated, and during its pendency 
agreed orders were entered requiring 
the gas company to continue the serv- 
ice, and permitting it to charge a rate 
of 50 cents net per thousand cubic 
feet, but upon the condition that 10 
cents of the charge should be im- 
pounded to abide the final fixing of 
a lawful rate. If the rate ultimately 
established as the lawful one was less 
than 50 cents, the impounded funds 
were to be used to refund to the con- 
sumers any excess above the lawful 
rate that had been exacted from them. 
If the lawful rate was finally deter- 
mined to be as much as 50 cents, the 
impounded funds would belong to the 
gas company. 

The arrangement thus made was 
carried out in all three cities, until a 
new franchise was granted the com- 
pany by each of them. 

The new franchises, however, did 
not fix the gas rate, but left it to the 
state Railroad Commission to deter- 
mine and prescribe a reasonable rate 
for the service. Pending a final deter- 
mination of the rate, it was agreed by 
the terms of the franchise that the gas 
company should be authorized to 
charge 50 cents per thousand cubic 
feet for supplying gas with the facili- 
ties then possessed, but when certain 
additional facilities were provided, the 
gas company would be entitled to 
charge and collect 60 cents, provided 
10 cents thereof would be impounded 
to abide the final result of the pro- 
ceedings to establish a lawful rate. If 
the final rate was less than the tenta- 
tive one, the impounded funds would 
be used to reimburse the consumers 
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for the overcharge they had been pay- 
ing in the meantime. Otherwise, the 
money would belong to the gas com- 
pany. The additional facilities were 
furnished and the 60-cent rate has 
been charged and collected since De- 
cember 1, 1927. 

The arrangement described applied 
to Lexington, Winchester, and Mt. 
Sterling. The Kentucky Utilities 
Company has never charged more 
than 50 cents for gas sold in the city 
of Paris, and during the period from 
December, 1925, to December, 1927, 
it impounded 10 cents of the charge 
as security to the gas consumers that 
a refund would be made if it turned 
out that the rate was unauthorized. 
In short, the Paris charge for gas has 
conformed to the conditions prevail- 
ing in the cities of Lexington, Win- 
chester, and Mt. Sterling. 

The question is whether the rate in- 
creases made in the manner and un- 
der the conditions stated in Lexing- 
ton, Mt. Sterling, and Winchester jus- 
tified the appellant in making a simi- 
lar increase in Paris. The franchise 
constitutes a contract, and its obliga- 
tions are binding upon both parties. 
Ludlow v. Union Light, Heat & P. 
Co. (1929) 231 Ky. 813, 22 S. W. 
(2d) 909. 

The construction of the contract is 
a simple and easy task, for its terms 
are plain and unambiguous. It first 
limited the rate to be charged in any 
event at not exceeding 55 cents, with 
an allowance of 5 cents for prompt 
payment; and it then plainly provided 
that the 35-cent net rate should con- 
tinue in effect for the same length of 
time it prevailed in Lexington, Win- 
chester, and Mt. Sterling, or any of 
them, and when an increase in rates 
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was made in those cities a similar in- 
crease should become effective and op- 
erative in Paris. The position of 
Paris is that it was not affected 
by tentative arrangements or evan- 
escent conditions in the neighboring 
cities, but was entitled to be served 
at the old rate until a higher legal 
rate was finally fixed and deter- 
mined in the other cities. It is 
assumed that the word “rate,” as 
used in the franchise, contemplated 
nothing but a permanent rate lawfully 
established. 

It is argued that the agreed orders 
fixing a rate for the service during the 
existence of the controversy were void 
for any purpose and afforded no ex- 
cuse for an alteration of the rates in 
Paris. 

But the agreed orde:s were not 
void, or in violation of §§ 163 and 164 
of the Constitution. Certainly no 
franchises could be granted, except in 
the manner provided by those sections. 
People’s Electric Light & P. Co. v. 
Capital Gas & E. L. Co. (1903) 116 
Ky. 76, 75 S. W. 280, 25 Ky. Law 
Rep. 327; Hilliard v. George G. Fet- 
ter Lighting & Heating Co. (1907) 
127 Ky. 95, 105 S. W. 115, 31 Ky. 
Law Rep. 1330; Merchants Police & 
Dist. Teleg. Co. v. Citizens’ Teleph. 
Co. (1906) 123 Ky. 90, 93 S. W. 
642, 29 Ky. Law Rep. 512; Union 
Light, Heat & P. Co. v. Ft. Thomas 
(1926) 215 Ky. 384, P.U.R.1927A, 
691, 285 S. W. 228; Ludlow v. Union 
Light, Heat & P. Co. supra. But the 
necessities of the situation could not 
be disregarded. The court, at the in- 
stance of the city, compelled the com- 
pany to serve for the time being, and 
so long as it was made to serve it was 
entitled as a matter of justice and 


right to a reasonable compensation for 
the service. Board of Education v. 
Kentucky Utilities Co. (1929) 231 
Ky. 484, 21 S. W. (2d) 817. The 
court could not make a contract for 
the parties, but it could condition the 
relief granted by it so as to avoid 
hardship and injustice. 21 C. J. p. 
660, § 845; Toledo, A. A. & N. M. R. 
Co. v. Pennsylvania Co. (C. C. 1893) 
54 Fed. 746, 19 L.R.A. 395; Joy 
v. St. Louis (1891) 138 U. S. 1, 34 
L. ed. 843, 11 Sup. Ct. Rep. 243; 
Earlington v. Powell (1928) 226 Ky. 
353, 10 S. W. (2d) 1060. The rate 
charged under the agreed orders was 
the only rate there was at that time, 
and it was approved by the court 
which constituted at the time the only 
authority that had jurisdiction in the 
matter. For the time being, at least, 
it was the prevailing rate, lawfully 
established, and subject only to the 
conditions upon which it was predi- 
cated. The city of Paris was not a 
party to the agreed orders, but it had 
granted a franchise by which it had 
agreed to permit its grantee to charge 
a higher rate when an increase of 
rates was made in the cities mentioned 
in the contract. The parties saw fit 
to adopt as the measure of their re- 
spective rights the action that might 
be taken in the other cities, and there 
is no reason for relieving them from 
the application of the standard they 
selected. The contracting parties nec- 
essarily contemplated a practical, and 
not a theoretical, application of the 
rule. It cannot be doubted that they 
meant to operate on an equality with 
the cities specified in the franchise, 
and it would be wholly impractical to 
apply the terms of the franchise ac-. 
cording to the present contention of 
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the city of Paris. If the gas company 
could not change its rate in Paris 
until the legal rate was finally estab- 
lished in the neighboring cities, it 
might be deprived of its lawful rights 
during a long controversy, and left at 
last without remedy when the legal 
rate was ultimately settled. On the 
other hand, by conforming to the ac- 
tual conditions as they arose, the pow- 
er was preserved to do justice to all 
parties, by a readjustment and dis- 
bursement at the termination of the 
dispute. The Constitution controls the 
methods of granting franchises, but 
it makes no provision for temporary 
rates in the absence of a contract by 
the parties, except the rudimentary 
requirement of reasonableness appli- 
cable to all parties under all circum- 
stances. 

[5, 6] It is plain that the gas com- 
pany was within the rights conferred 
by its franchise in conforming its 
charges in Paris to the conditions pre- 
vailing in Lexington, Winchester, and 
Mt. Sterling. It is equally clear that 
it was entitled to charge the 50-cent 
rate after December 1, 1927. But the 
record fails to disclose any final deter- 
mination of the legal rate prevailing 
in Lexington, Winchester, and Mt. 
Sterling during the period the money 
in question was impounded in Paris, 
and for that reason it cannot now be 
determined who is entitled to partici- 
pate in that fund. The action as re- 
spects the matter will have to be dis- 


missed without prejudice to the rights 
of either party. 

The appellant insists that it was en- 
titled to a declaration of its rights on 
its cross petition against the Central 
Kentucky Natural Gas Company, and 
that the lower court erred in sustain- 
ing the demurrer of the city to that 
pleading. In view of the conclusion 
we have reached, the petition of the 
plaintiffs will have to be dismissed 
without prejudice, and if the appellant 
still desires a declaration of its rights 
as against the city and the Central 
Kentucky Natural Gas Company, it 
will have to bring an action for that 
purpose. The present record, with an 
indispensable party absent, does not 
authorize an examination of the in- 
teresting questions suggested. 

For the same reason, we are not 
now called upon to discuss or deter- 
mine the question raised as to the 
right of the city and individual gas 
consumers to prosecute an action upon 
the assignments of claims against ap- 
pellant for the benefit of a nonresi- 
dent. 

The plaintiffs were not entitled to 
enjoin the collection of the 50-cent 
rate, and manifested no present right 
to collect any portion of the impound- 
ed funds. It follows that the action 
should be dismissed without preju- 
dice. 

The judgment is reversed for pro- 
ceedings not inconsistent with this 
opinion. 





P.U.R.1931C. 


128 





he 


lay 
en 
op 
pr 


as: 
Te 


hts 
en- 


ral 
nd 


at 
on 
he 
ed 
int 
its 
ral 

it 
lat 
an 
ot 


ot 


he 
as 
on 
p- 


si- 


RE NEBRASKA CONTINENTAL TELEPH. CO. 


NEBRASKA STATE RAILWAY COMMISSION 


Re Nebraska Continental Telephone 
Company 


[Application No. 8692.] 


Valuation — Going value for purposes of security issues. 
1. No allowance was made for going concern value in estimating the value 
of a telephone company for purposes of security issues, in view of a pro- 
vision of the state Constitution prohibiting the capitalization of intangible 





values, p. 130. 


Valuation — Working capital — Security issues. 
2. An allowance of $12,000 was made for working capital of a telephone 
utility having property of an appraised value of $310,000, for the purpose 


of issuing securities, p. 130. 


Valuation — Security issues — Book value — Present fair value. 
3. Present fair value, rather than book value, of a telephone plant was 
used as a basis for authority to issue securities, p. 130. 


[February 25, 1931.] 


A PPLICATION of a telephone company for authority to tssue 


securities; granted. 


APPEARANCES: Woods, Woods & 
Aitken, Attorneys, by William I. Ait- 
ken, and Carson E. Cowherd, Kansas 
City, for the applicant; B. E. Forbes, 
Chief Engineer, and V. L. Taylor, 
Assistant Engineer, for the Commis- 
sion. 

Chairman Randall presiding. 


By the Commission: Petitioner 
herein is a corporation organized and 
existing under and by virtue of the 
laws of the state of Nebraska. It is 
engaged in the business of owning, 
operating, and acquiring telephone 
properties in Nebraska. It proposes 
to buy the fixed property and current 
assets of the Monroe Independent 
Telephone Company, free from all 


liens and encumbrances, subject to its 
floating obligations. 

Applicant has an authorized capi- 
tal stock of $2,400,000, divided into 
7,500 shares of preferred stock and 
16,500 shares of common stock, each 
share of which has a par value of 
$100, of which 4,000 shares of pre- 
ferred stock and 9,300 shares of com- 
mon stock are outstanding. Petition- 
er has applied to this Commission for 
a permit to issue and sell 3,780 shares 
of its common stock in payment for 
the physical property and 334 shares, 
or $33,400 to be sold for cash, at par. 
to provide funds to pay the floating 
obligations. 

The Monroe Independent Tele- 
phone Company owns and operates 
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exchanges at Albion, Loretto, Platte 
Center, Monroe, Lindsay, Genoa, 
Newman Grove, and adjacent terri- 
tory. Petitioner has not included the 
Platte Center portion of the property 
under this application for capitaliza- 
tion. 

[1-3] Applicant offered in evi- 
dence an inventory and appraisal of 
the Monroe Independent Telephone 
Company’s property, excluding the 
Platte Center exchange, as of Novem- 
ber 1, 1929, which shows a reproduc- 
tion value new in the amount of 
$481,042 and the same less deteriora- 
tion in the sum of $401,434. These 
figures include materials and supplies, 
cash working capital, and going con- 
cern, in the sum of $60,821. 

Of the estimated cost new $420,212 
represents the company’s appraised 
value of the physical property, and 
$340,604 the same less deterioration. 
These figures include $6,250 for right 
of way, which the Commission has 
held in other applications of this com- 
pany was improperly included. The 
company has a right by law to build 
its lines on the public highway, re- 
gardless of the consent of the property 
owners. Actual damages paid at time 
of construction would be a proper 
charge to the cost of right of way, but 
no evidence was offered to sustain this 
amount, except the general theory 
that such expenses might occur. Also 
the item of $61,600 for exchange 
aerial wire was challenged as too high 
and exceeding the costs experienced 
by similar companies in Nebraska. 
The Commission will use 70 per cent 
of this amount. When these correc- 
tions have been made, the cost new of 
the fixed property amounts to $389,- 
948. 
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Applicant’s property was found to 
be in approximately an 83 per cent 
condition, as determined by an inspec- 
tion and referred to as deterioration 
in the appraisal. This does not in- 
clude all factors of depreciation, such 
as inadequacy, obsolesence, and ac- 
crued depreciation, which is not dis- 
closed by inspection. The Commis- 
sion’s assistant engineer inspected all 
of the property involved in the appli- 
cation and found it to be in a 70 per 
cent condition, including all elements 
of depreciation. When this percent- 
age is applied to the new figure, we 
have the present value of $272,964. 

Applicant listed its net additions 
made since November 1, 1929, in a 
separate statement in the amount of 
$18,723 and construction work in 
progress in the sum of $6,294, or a 
total of $297,981 being the depreciat- 
ed value of all of the fixed assets. Go- 
ing concern value in the amount of 
$42,021 will not be added to the above 
figures, as the Constitution of this 
state prohibits the capitalization of in- 
tangible values, but the Commission 
will add $12,000 for working capital, 
which should be a fair average 
amount of stores and supplies, cash 
and accounts receivable, necessary and 
required to operate the exchanges. 
This results in a figure of $310,000 
which is the appraised value of the 
property, less depreciation, and in- 
cluding working capital, but not in- 
tangibies. 

The book value of these properties 
is somewhat less than the above fig- 
ures and would not include apprecia- 
tion which has taken place in prop- 
erty which has been in service for 
some time. Moreover, the investment 
account is open to the criticism that 
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to some extent capital investments oc- 
curring by replacements, may have 
been charged to the depreciation re- 
serve as permitted in the Commis- 
sion’s rules of accounting, which have 
since been changed. 

Applicant’s balance sheet of the 
Monroe Company’s properties in- 
cludes the physical property on the ap- 
praisal basis, plus additions and bet- 
terments to September 30, 1930. Ac- 
tual current assets were used in the 
amount of $28,793 included in this 
figure is $22,023 for materials and 
supplies, which appears to exceed the 
normal requirements for operation, 
and no doubt includes materials and 
supplies for exchanges which are un- 
der reconstruction. The liabilities dis- 
close notes payable in the amount of 
$33,450. This amount will be paid 
from the proceeds of the sale of stock. 

The operating statement of the 
properties included in the application, 
from January 1 to September 30, 
1930, extended to one year shows that 
there will be a net balance for depre- 
ciation and surplus of $18,953. In- 
cluded in expenses is $12,504.75 for 
maintenance. To what extent depre- 
ciation expenses have been included 
in this amount the record does not 
show. However, the balance for de- 
preciation will be sufficient to provide 
for at least 5 per cent computed on 
the cost new of the depreciable prop- 
erty. 

The consolidated balance sheet of 


the Nebraska Continental Telephone 
Company shows that no bonds are 
outstanding and that a large part of 
the fixed capital liabilities consist of 
common and preferred stock, and the 
preferred outstanding is less than one- 
half of the common. Of the total 
sum of liabilities of approximately 
$2,000,000, $250,000 is found in the 
reserve for accrued depreciation. 
The Commission believes and so 
finds that the issuance of common 
stock in the amount of $310,000 par 
value, is reasonably required for the 
purposes of the corporation. 


ORDER 


It is therefore ordered by the Ne- 
braska State Railway Commission 
that the Nebraska Continental Tele- 
phone Company of Nebraska, be and 
the same is hereby permitted to issue 
3,100 shares of its common capital 
stock of the par value of $100 each, 
to net the applicant not less than face 
value, in money or property. 

It is further ordered that 335 
shares of the above stock shall be sold 
for cash at par and the proceeds there- 
of shall be used to pay bills payable 
in the same amount. 

It is further ordered that applicant 
shall charge income and credit its de- 
preciation reserve annually with not 
less than 5 per cent computed on the 
estimated cost new of its depreciable 
property to pay the cost of plant re- 
tired from service. 
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INDIANA PUBLIC SERVICE COMMISSION 


Re Kouts Water Company, Incorporated 


[Nos. 10135, 10136.] 


Municipal plants — Lease of proposed private waterworks. 
1. A petition of a private company for approval by the Commission of 
a lease of waterworks, which it proposed to build, to a township under 
the terms of a contract for which there had been no competitive bidding, 
where the cost of the proposed construction was not sufficiently ascer- 
tained and where there was doubt as to the desire of the majority of the 
residents for waterworks service, or their ability to pay increased taxes 
for the same, was denied, p. 133. 

Security issues — Reasons for refusing — Nonutility status. 
2. A petition of a private corporation for authority to issue securities to 
finance the construction of a proposed waterworks was denied, in view 
of the fact that the petitioning corporation was not a utility and had not 
been so declared by the Commission, was not serving the public, and was 
not prepared to do so at the time of the filing of the petition, p. 134. 


[February 20, 1931.] 


ge igone of a private company for authority to issue securi- 
ties and for the approval of a lease of a waterworks not 
yet constructed to a township; both applications denied. 


> 





APPEARANCES: Potts and Rieder, 
South Bend, for petitioner; Edward 
J. Ryan, Valparaiso, for respondents. 


McIntosH, Commissioner: On 
May 22, 1930, the Kouts Water Com- 
pany filed with this Commission its 
petition asking the Commission to ap- 
prove a certain lease which had been 
entered into between the Kouts Water 
Company and the town of Kouts, In- 
diana, through its board of trustees. 
On the same date the Kouts Water 
Company filed with this Commission 
its application for authority to issue 
and sell 240 shares of its preferred 
stock, bearing interest at the rate of 
6 per cent, at not less than 95 per cent 


par, and 170 shares of its common 
stock at $100 par value. 

After due and legal notice a hear- 
ing was held in Kouts, Indiana, on 
the 2nd day of February, 1931, on the 
application to issue securities and up- 
on the request for approval of the 
lease. 

The petitioner offered as its exhibit 
“1” the proposed form for its pre- 
ferred stock; as its exhibit “2” the 
franchise contract between the town 
of Kouts and the Kouts Water Com- 
pany; as its exhibit “3’’ an estimate 
of the cost of construction of the 
waterworks; as its exhibit “4,” re- 
port of the engineer of the Public 
Service Commission of Indiana. 
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RE KOUTS WATER COMPANY, INC. 


These were admitted as evidence and 
are made a part of this order by refer- 
ence. 

The evidence in this case showed 
that the Kouts Water Company pro- 
posed to build a water plant at an es- 
timated cost of $36,668.90 and to 
lease the same to the town of Kouts 
for an annual rental of $1,755. It 
was shown that the lease was entered 
into between the town board and the 
Kouts Water Company without open- 
ing the matter for competitive bidders 
and without having made sufficient 
effort to ascertain whether $36,668.90 
was a fair price for construction of 
an adequate water system for Kouts. 
The petitioner submitted its own ap- 
praisal. 

{1] It was shown by the evidence 
that the water in Kouts is at least as 
good as the average water in com- 
parable towns and that no particular 
epidemic had broken out in Kouts on 
account of polluted water. It was 
shown that the water is obtained from 
driven wells with pumps. Considera- 
ble evidence was offered to show that 
the people are unable to bear any 
heavier burdens at the present time 
in the form of taxes than they are 
now bearing. 

The Public Service engineers’ esti- 
mate that if approval should be given 
the city to enter into a contract with 
the Kouts Water Company on an an- 
nual rental basis with the ultimate 
ownership by the town as the final 
goal, an additional taxation of ap- 
proximately 40 cents on the $100 of 
taxable property would be required to 
be levied. The statutory limit for 
such purposes being 35 cents on the 
$100. 

A petition was offered for what it 


might be worth, signed by 103 citi- 
zens of Kouts, praying that the Com- 
mission deny the petition of the Kouts 
Water Company for authority to issue 
and sell securities, and praying the 
denial of the lease. 

The town of Kouts is located in 
Porter county and has a population of 
approximately 821. The net valua- 
tion of all taxable property in the 
town of Kouts for 1929, as shown by 
petitioner’s application to sell secu- 
rities, was $854,010. 

The petition also shows that the 
total assets of the new company, the 
Kouts water works, is $500 cash, 
which was received from the sale of 
five shares of its common stock to its 
incorporators which qualified them 
for directors. 

The liabilities of the company seem 
to be nothing more than the fees ad- 
vanced for the secretary of state for 
articles of incorporation. 

The evidence showed that on two 
occasions the town of Kouts appeared 
before the state board of tax commis- 
sioners in connection with this cause 
and asked authority to issue 5 per cent 
bonds in the amount of $16,000. On 
each of these occasions the state board 
of tax commissioners denied their re- 
quest. 

Dr. F. E. Dittmer, who is a resi- 
dent physician of Kouts, testified that 
the drinking water taken from the 
pumps was from the same general 
strata of gravel or earth into which 
filtered the cesspools. He could not 
swear that any particular epidemic 
had occurred or that he knew of any 
cases of typhoid fever which might 
be traced to this cause. 

Evidence was offered to show that 
80 per cent or more of the residents 
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of Kouts are opposed to the building 
of the waterworks at this particular 
time. It was shown that a bank 
located in Kouts failed about four 
years ago. It is still in receiver’s 
hands and many were embarrassed 
financially by this failure. 

Alfred R. Pittman of Valparaiso, 
who was used as a witness by the re- 
spondents, testified that he had made 
an estimate of the cost of construction 
of waterworks, under the plans pro- 
posed by the Kouts Water Company, 
and that $25,000 would be ample to 
build such a plant. He testified that 
he had had in the past considerable 
experience in the management and 
construction of waterworks, but his 
qualifications as an engineer of water 
companies were weak. He testified 
that he had put in six or eight water 
plants in towns similar in size to 
Kouts. These, however, he testified 
had been constructed by him in the 
years 1920 to 1922, in the state of 
Kentucky. 

The testimony showed that there 
are about 172 houses in the town of 
Kouts and that most of the property 
owners did not wish to be disturbed 
at this time with respect to the water 
supply. No fire of any consequence 
had occurred in Kouts within four 
years and people generally seemed to 
be satisfied with their present con- 
dition. 

The Commission believes that the 
contract entered into between the 
Kouts Water Company and the town 
of Kouts, without competitive bid- 
ding and without a greater effort be- 
ing made to ascertain the exact cost 
of the construction of such a water- 
works as might be needed for Kouts, 
creates a doubt in the Commission’s 
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mind. We believe that at the present 
time the addition of approximately 
forty cents’ taxation on the town of 
Kouts would be an undue burden 
which they should not be called on to 
bear. 

The Commission is of the opinion 
that the petition of the Kouts Water 
Company, Inc., for approval of a lease 
of the waterworks plant owned by the 
Kouts Water Company to the town 
of Kouts should be denied and the 
same will be so ordered. 

[2] The Commission is of the opin- 
ion that the application for the issu- 
ance of certain securities would be un- 
called for and unnecessary and this 
application will also be denied for the 
following reasons: 

The Kouts Water Company is not 
a public utility or has not been so 
declared by this Commission. The 
Kouts Water Company is not serving 
the public and is not now prepared 
to do so. 

The Commission is of the opinion 
that the application No. 10135 and 
the petition No. 10136, entered in 
these causes, should be made a part 
of this order by reference and it so 
ordered. 

It is therefore ordered by the Pub- 
lic Service Commission of Indiana, 
that the petition in Cause No. 10136, 
asking the approval of the Public 
Service Commission of Indiana of a 
certain lease to be entered into be- 
tween the town of Kouts and the 
Kouts Water Company, be and the 
same is hereby denied. 

It is further ordered that the ap- 
plication of the Kouts Water Com- 
pany for authority to issue and sell 
certain common and preferred stock 
for the purpose of constructing and 
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RE KOUTS WATER COMPANY, INC. 


waterworks plant at 


operating a 
Kouts, Indiana, in Cause No. 10135, 
be and the same is hereby denied. 

It is further ordered that the Kouts 
Water Company pay into the treasury 
of the state of Indiana, through the 


secretary of this Commission, $10.13, 
cost of publication of hearing in these 
causes. 


McCardle,* Chairman, Singleton, 
Ellis, West, Commissioners, concur. 





ARIZONA CORPORATION COMMISSION 


Re Salt River Valley Water Users’ 


Association 


[Docket No. 4459-E-1550, Decision No. 5788.] 


Security issues — Commission jurisdiction — Federal water users’ association. 
A water users’ association, incorporated under the laws of Arizona for 
the purpose of codperating with the United States Government in the 
construction of a reclamation project, was held to be a public service cor- 
poration whose security issues were subject to the approval of the state 
Commission in the same manner as any other public service corporation 


operating within the state. 


[December 23, 1930.] 


gener ene of a water users’ association for a limitation of its 
indebtedness; indebtedness limited in accordance with the 
opinion herein. 


By the Commission: The Salt 
River Valley Water Users’ Associa- 
tion was organized under the laws of 
the state of Arizona on the 9th day 
of February, 1903. The capital stock 
of the association consists of 250,000 
shares without par value. It was or- 
ganized primarily for the purpose of 
codperation with the United States 
Government in the construction of the 
Salt River Arizona Reclamation 
Project, and has guaranteed the re- 
payment to the Federal government 
of the construction charges of the 
said project. In 1917 under contract 
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with the Secretary of the Interior of 
the United States it undertook the 
care, the operation, and the mainte- 
nance of the project works, and 
agreed to pay the total of the con- 
struction costs. In assuming the oper- 
ation, the care, and the maintenance 
of the project the association neces- 
sarily incurred an indebtedness in ex- 
cess of the amount owed to the Fed- 
eral government, and like any other 
organization, which is maintaining ir- 
rigation works and electrical plants 
and distribution systems, is under the 
necessity of from time to time financ- 
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ing itself in a manner similar to other 
public service corporations. In fact 
the association is a de facto public 
service corporation, even though it 
has heretofore been regarded as an 
agent of the Federal Government in 
the operation and maintenance of the 
project. It petitions the Commission 
herein to declare the limit of its in- 
debtedness under the statute which 
gives the Commission the right where 
a corporation having no par value is 
concerned. 

The Commission, however, is of 
the opinion that the association is 
actually a public service corporation, 
and that its right to issue bonds, 
notes, and other evidences of indebt- 
edness and to create liens upon its 
property situated within the state is 
a special privilege, the right of super- 
vision, restriction, and control of 
which is vested in the state, and such 


powers shall be exercised under the 
rules and regulations of the Commis- 
sion. Based on this premise, the 
Commission may authorize issues less 
than, equivalent to, or greater than 
the authorized or subscribed capital 
stock of the corporation, and the pro- 
visions of the general laws of the state 
with reference thereto would have no 
application. 

The Commission finds and is of the 
opinion that the issuance of the 
bonds sought by the Salt River 
Valley Water Users’ Association is 
reasonably required for the purpose 
or purposes as set out in its applica- 
tion. 

It is therefore ordered that the 
highest amount of indebtedness or lia- 
bility direct or contingent to which 
the Salt River Valley Water Users’ 
Association may at any time sub- 


ject itself will be fixed at $22,000,000. 





UTAH PUBLIC UTILITIES COMMISSION 


Re L. B. Denning et al. 


[Case No. 1184.] 


Monopoly and competition — Competition of coal with natural gas. 
Notwithstanding a convincing demonstration of the fact that it was both 
feasible and practicable to produce a solid smokeless fuel for domestic 
and commercial use from the enormous bituminous coal resources of the 
state, authority was given to a natural gas utility to serve eight cities there- 
in, where there appeared to be no positive assurance that any plant for the 
conversion of such coal for fuel, gas, oil, and other products, would be 
constructed within the state in the near future. 


[March 27, 1931.] 
FS Nahewsinck ee of a natural gas utility for a certificate of 


convenience and necessity to operate in certain territory; 
granted. 


P.U.R.1931C. 
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RE DENNING 


APPEARANCES: Ingebretson, Ray 
& Rawlins, Attorneys, Salt Lake City, 
for applicants; Lewis C. Karrick, 
Salt Lake City, for himself and in be- 
half of the general public. 


By the Commission: This matter 
came on regularly for hearing before 
the Public Utilities Commission of 
Utah, after due notice given, at 
Provo, Utah, on the 18th day of Feb- 
ruary, 1931; upon the application of 
John McFadyen and L. B. Denning, 
for an order or a certificate of con- 
venience and necessity, authorizing 
and permitting the construction, 
maintenance, and operation of gas 
distributing plants or systems for the 
purpose of supplying the cities of 
Springville, Spanish Fork, Provo, 
Pleasant Grove, Orem, Lindon, 
American Fork, and Lehi, in Utah 
county, state of Utah, and the in- 
habitants thereof, with gas for light, 
heat, power, and other useful pur- 
poses, and the protest made thereto 
by Lewis C. Karrick, for and in be- 
half of himself and the general pub- 
lic. After the hearing at Provo, the 
matter was continued for further 
hearing, by order of the Commis- 
sion, at its office in the state capi- 
tol, Salt Lake City, Utah, on the 
10th day of March, 1931, at which 
time and place the hearing was con- 
cluded. 

The application herein made in the 
names of John McFadyen and L. B. 
Denning for a certificate of conven- 
lence and necessity was and is in a 
representative capacity for and in the 
behalf of the Wasatch Gas Company, 
so stated to be by the attorneys for 
the applicants and so understood by 
the Commission throughout the entire 


proceedings had in this case before 
it. It will, therefore, be understood 
that whenever the term “applicant” 
is mentioned in the report of the Com- 
mission which follows, the same re- 
fers to and means the Wasatch Gas 
Company. 

From the evidence adduced for and 
in behalf of the interested parties and 
from the admitted facts as shown by 
the records and files in the case, it ap- 
pears: 

1. That the applicant, Wasatch Gas 
Company, is a corporation duly or- 
ganized and existing under and by 
virtue of the laws of the state of 
Utah, with its principal office or place 
of busniess at Salt Lake City, Utah. 
Under the provisions of its articles 
of incorporation, a certified copy of 
which has been duly filed in the office 
of the Public Utilities Commission of 
Utah, it has among other things, the 
power to engage in the business of 
purchasing and distributing gas for 
light, heat, power, and other useful 
purposes, to consumers in the state 
of Utah, and as such distributor, it 
is a “gas corporation,’ within the 
meaning of subdivision 18, § 4782, 
Compiled Laws of Utah, 1917, and is 
a public utility under the jurisdiction 
of the Public Utilities Commission of 
Utah. 

2. That through its representa- 
tives, John McFadyen and L. B. Den- 
ning, the applicant, Wasatch Gas 
Company, has procured from the lo- 
cal authorities of Utah county,’Provo, 
Lindon, Pleasant Grove, American 
Fork, and Lehi, Utah, the necessary 
franchises authorizing and permitting 
it to construct, maintain, and operate 
gas distributing plants or systems for 
the purpose of supplying gas for 
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light, heat, power, and other useful 
purposes in the said county, cities, and 
towns, and to the inhabitants thereof, 
and said franchises are now filed in 
the office of the Public Utilities Com- 
mission. It has applications pending 
for like franchises in the cities of 
Orem, Springville, and Spanish Fork, 
in Utah county, Utah. 

3. Among the cities and towns 
above mentioned, Provo, Springville, 
and Spanish Fork, and the inhabitants 
thereof, for many years last past and 
until recently, have been served with 
artificial gas for all useful purposes 
by the Utah Valley Gas & Coke Com- 
pany, a “gas corporation”; that the 
corporate affairs of the Utah Valley 
Gas & Coke Company are now in a 
receivership, pending before the Unit- 
ed States district court for the district 
of Utah, and but recently the physical 
property, including the gas distribut- 
ing system, under which Provo, 
Springville, and Spanish Fork were 
supplied with artificial gas, was sold 
at foreclosure sale. 

4. That the city of Provo has a 
population of 14,766 people, Spring- 
ville 3,748, Spanish Fork 3,727, 
Orem 1,915, Pleasant Grove 1,754, 
American Fork 3,047, and Lehi 
2,826, the total population of the ter- 
ritory sought to be served by the ap- 
plicant being 21,783. 

5. That the cities of Orem, Pleas- 
ant Grove, American Fork, and Lehi 
have never been served with gas for 
any purpose. 

6. That each and all of the cities 
and towns sought to be served by the 
applicant are now and will continue 
to be in need of gas for domestic, 
commercial, and industrial uses, and 
the applicant has ample financial abil- 
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ity and all the necessary resources 
with which it can supply their needs 
with either natural or artificial gas, as 
may best subserve the interests of the 
public. 

7. That applicant proposes to serve 
gas to Provo, Springville, and Span- 
ish Fork, and the inhabitants thereof, 
if granted a certificate of convenience 
and necessity authorizing and permit- 
ting it so to do, at rates, for the 
most part, substantially lower than 
those heretofore charged by the Utah 
Valley Gas & Coke Company, as will 
more fully appear by its proposed rate 
schedules offered herein and received 
as exhibits, which are hereby express- 
ly referred to and made a part of these 
findings. 

8. That the protestant, L. C. Kar- 
rick, for and in behalf of himself and 
the general public, clearly demonstrat- 
ed herein that it is both feasible and 
practicable to scientifically treat Utah 
bituminous coal, found in almost in- 
exhaustible quantities within the bor- 
ders of the state of Utah, so as to 
make a solid smokeless fuel suited to 
the needs of both domestic and indus- 
trial consumers of coal. He gave it 
as his opinion that in the processing 
of Utah coal, ample gas as rich in 
heating properties as natural gas, and 
oil that could be converted into gaso- 
line, could be produced to supply the 
needs of the state, at prices equivalent 
to those now charged for similar or 
the same products. Mr. Karrick is an 
experienced engineer, who has spent 
many years with the United States 
Bureau of Mines, doing research 
work and in experimenting with Utah 
coals. He offered numerous exhibits 
for the record herein which were re- 
ceived and are hereby expressly re- 
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RE DENNING 


ferred to and made a part of these 
findings. 

9. That there is not now a plant 
nor is there any positive assurance 
given that in the immediate future 
there will be a plant constructed in 
Utah for the processing of Utah coal 
into smokeless fuel, with the attend- 
ing products, gas and oil, that might 
be utilized to the economic welfare of 
the state. 

From the foregoing findings, the 
Commission concludes and decides 
that the application of the Wasatch 
Gas Company, for a certificate of con- 
venience and necessity authorizing 
and permitting it to construct, main- 
tain, and operate gas distributing 
plants or systems for the purpose of 
supplying gas, natural or artificial, as 
will best subserve the public needs, for 
light, heat, power, and other useful 
purposes, in Utah county, and to 


the cities of Springville, Spanish 
Fork, Provo, Pleasant Grove, Orem, 
Lindon, American Fork, and Lehi, 
in Utah county, Utah, and the 
inhabitants thereof, should be 
granted. 

That the proposed rates to be 
charged by the applicant for gas serv- 
ice should not now be approved, nor 
until a showing is made before the 
Commission as to the cost of con- 
struction of the applicant’s distribut- 
ing systems and the amount of the 
necessary capital investment made for 
the purpose of serving the cities and 
towns it herein proposes to serve, to- 
gether with such other factors as 
properly should be considered before 
determining whether or not its pro- 
posed rates for service are just and 
reasonable. 

An appropriate order will follow. 
[Order omitted. ] 





NEBRASKA STATE RAILWAY COMMISSION 


Re South Side Irrigation Company 


[Application No. 8645.] 


Rates — Commission jurisdiction — Compromise agreement. 
The jurisdiction of the Commission to regulate the rates of public utili- 
ties can be neither conferred nor abrogated by an agreement, and the 
approval of the Commission to a reasonable compromised stipulation be- 
tween rate complainants and a utility does not have the effect of lessening 
the Commission’s authority to modify the same at any subsequent time. 


[March 17, 1931.] 


F  eapenoonaperes of an irrigation utility for authority to in- 
crease rates; modified agreement approved. 





e 


By the Commission: This Com- sued its order on application for an 
mission, on December 15, 1930, is- increased rate for maintenance and 
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rental water service, as follows: 


.. $1.50 per acre, annually 


Maintenance rate 
3.50 per acre, annually 


Rental water ...... 
Providing, however, that such rates 
were subject to protest by water users 
within sixty days. Thereafter, on 
January 27, 1931, written protest was 
filed by about thirty water users. Ap- 
plicant company was notified of such 
protest, and advised that the order 
herein entered would be set aside and 
hearing held in the premises. Attor- 
ney Frank M. Johnson, representing 
protestant water users, appeared be- 
fore the Commission requesting hear- 
ing at an early date, and after 
being fully advised, entered into a 
stipulation with the applicant com- 
pany, which stipulation is on file 
in this case. The stipulation is as 
follows: 

“Extract from a special meeting of 
the South Side Irrigation held at 
Cozad, Nebraska, February 26, 
1931. 

“Motion made by Warren Zook 
and seconded by Amos Kaufman that 
the proposition of the protestants rel- 
ative to any increase in the water 
charge of the South Side Irrigation 
Company be accepted, said proposi- 
tion being as follows: 

“That rental water be increased 
from $3 to 3.50 per acre each year 
for two years only, and maintenance 
rate be increased from $1 to $1.50 per 
acre each year for two years only, and 
that the Railway Commission be re- 
quested and authorized to enter an 
order to this effect. 

“Tt is further understood that in 
consideration protestants withdraw- 
ing their protests and agreeing to the 
increase in rates in the amount and 
time as above set forth, that no fur- 
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ther increase will be asked until it has 
been determined by the board of di- 
rectors that some increase is necessary 
for the proper operation and mainte- 
nance of said ditch and only then 
after a general meeting has been 
called of the legitimate water users of 
said ditch, at which all the facts per- 
taining to the necessity for an in- 
crease in the rates shall be explained 
and presented to said water users and 
setting forth the amount asked for in 
said contemplated increase. Notice 
of said meeting shall be given to wa- 
ter users by U. S. Mail at their last 
known address at least five days prior 
to the date of said meeting. 

“Voting ‘aye’: Young, Faught, 
Zook, Kaufman, and Heller. ‘Nay’: 
None. President declared the mo- 
tion carried unanimously.” 

It is probably a fact that the consti- 
tutional provisions governing this 
Commission are such that any order 
we might make in this case will not 
lessen that jurisdiction. Jurisdiction 
cannot be conferred by agreement, 
nor can it be abrogated by agreement. 
The power of the Commission over 
these rates will, therefore, remain the 
same, and while there will probably 
be no objection raised by any rate- 
payer within the 2-year period, yet, if 
proper objections were raised, it 
would be within our jurisdiction and 
our duty to hear the complaint. The 
stipulation herein entered will be ap- 
proved because it is apparent that 
there must be an increase in rates, but 
the Commission will retain full au- 
thority to modify the same at any 
time. The Commission is of the opin- 
ion and so finds that the stipulation 
above entered into by and between 
parties in interest, is reasonable, and 
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that an appropriate order should be 
entered herein. 


ORDER 


It is therefore ordered, by the Ne- 
braska State Railway Commission, 
that the order herein entered on De- 
cember 15, 1930, be rescinded and that 


in lieu thereof the South Side Irriga- 
tion Company, Cozad, Nebraska, be 
and the same is hereby authorized to 
publish and collect the following rates 
for service, for the crop year of 1931 
and 1932: 


Maintenance rate .. $1.50 per acre, annually. 
Rental water ...... 3.50 per acre, annually. 





INDIANA PUBLIC SERVICE COMMISSION 


Re City of Richmond 


[No. 10409.] 


Depreciation — Commission authority — Use of funds for capital investment. 
1. The Commission, having established a rule defining one year as a “tem- 
porary period” within the meaning of a statute permitting utilities to use 
depreciation funds for additions or betterments for a “temporary period,” 
has the authority to alter, amend, or extend such rule in a specific case, 
where such action appears to be in the interest of the public, p. 144. 


Depreciation — Temporary use of reserve for capital investment. 
2. Permission granted by the Commission to a municipal power plant to 
invest certain funds from its depreciation reserve in the making of certain 
improvements and additions was extended from the customary temporary 
period of one year to not more than five years, p. 144. 





Depreciation — Temporary use of funds for capital purposes. 
Statement that it is a sound economic policy for a utility to make use of 
funds on hand in its reserves for improvements and additions, rather than 
to incur a new debt by borrowing from other sources, p. 145. 


[February 13, 1931.] 


| peg ea of a municipal power and light plant to make use 
of depreciation balance for capital purposes; granted. 


SINGLETON, Commissioner: Feb- 
ruary 7, 1931, the special commit- 
tee of the common council of the 
city of Richmond, Indiana, filed with 
this Commission the following peti- 
tion: 

“The undersigned committee of 


council of the city of Richmond, In- 
diana, duly appointed by the common 
council of said city and authorized by 
such common council to act as a spe- 
cial committee of said common coun- 
cil, with the same powers and author- 
ity as are authorized by law to be exer- 
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cised by a board of public works of 
said city, and by virtue of such powers 
and authority, having the manage- 
ment and control of the Municipal 
Electric Lighting & Power Plant 
owned and operated by said city of 
Richmond, do hereby petition your 
Honorable Body and represent the 
following facts and conditions in ref- 
erence to said Municipal Electric 
Lighting & Power Plant, as follows, 
to wit: 

“That said municipal plant now has 
installed and in condition to operate 
one 1,000 kilowatt turbo generator, 
one 2,000 kilowatt turbo generator, 
one 5,000 kilowatt turbo generator, 
and one 10,000 kilowatt turbo gener- 
ator; that the total capacity of said 
generators is 18,000 kilowatts, but 
that the effective generating capacity 
of said generators is only 8,000 kilo- 
watts ; that in the year 1929, the peak 
load of said plant was 10,000 kilo- 
watts, and that in the year 1930, the 
peak load was 9,400 kilowatts; that 
the average increase in the peak load 
of said plant for the last ten years 
immediately prior to the year 1930 
was 10.5 per cent per annum, and that 
your petitioners believe, upon advice 
and information obtained from the 
manager of said plant, that the peak 
load of said plant will continue to in- 
crease in the immediate future at said 
rate. 

“That your petitioners believe that 
the immediate future needs of said 
Municipal Plant require that addition- 
al generative capacity be provided to 
insure continuity of service to the 
customers of said plant; that said 
plant is not only furnishing electric 
current to domestic consumers for 
lighting purposes, but is also furnish- 


ing large quantities of power to manu- 
facturers in the city of Richmond. 
That on account of the conditions 
aforesaid, your petitioners, upon 
proper advice obtained from Stone & 
Webster, electrical engineers, after a 
survey and investigation of said plant 
by them, and upon advice of Dan C. 
Hess, the manager of said plant, now 
propose to purchase the following 
turbo generators, boilers, and other 
equipment, and to do the necessary 
work and labor in installing the same, 
to wit: 

One 15,000 kilowatt turbo gener- 
ator, installed complete, including 
foundation, piping, raising of station 
roof, and extending of craneway. 

Necessary changes in present 10,000 
kilowatt turbo generator to make it 
operative on 400 pound gage pressure. 

Two 1,000 H. P. 450 pound boilers 
installed complete. 

High pressure piping. 

Two pumps, wiring, etc. 

Cooling tower and piping. 

Coal siding. 

Miscellaneous equipment. 

“That the total estimated cost of 
said additional equipment, including 
the engineering fees upon the same, 
is $859,100; that your petitioners be- 
lieve that all of said additional equip- 
ment and generative machinery for 
said plant is necessary in order to pro- 
vide additional generative capacity for 
the operation of said plant in the im- 
mediate future; that certain manu- 
facturing plants in said city of Rich- 
mond, including the International 
Harvester Company, the Belden 
Manufacturing Company and _ the 
Fibre Conduit Company, are propos- 
ing to purchase from the city of 
Richmond large quantities of ad- 
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ditional power as soon as said city is 
able to furnish the same from its said 
Municipal Plant, but that said city is 
now unable to assure said manufac- 
turing plants and other manufactur- 
ing plants of the city of Richmond 
continuous service in the furnishing 
of additional quantities of such elec- 
trical power. 

“And your petitioners show to your 
Honorable Body that the civil city of 
Richmond is now bonded to such an 
extent and in the future will be com- 
pelled to issue additional bonds for 
sewers and other necessary public im- 
provements to such an extent that it 
will be impossible to issue bonds of 
said city to defray the expense of the 
installation of said additional gener- 
ative machinery and other equipment 
for said Municipal Plant, or of any 
part thereof. 

“And your petitioners further show 
to your Honorable Body that the as- 
sets of said Municipal Plant available 
for defraying the expenses of said 
additional generative machinery and 
other equipment were, on the first day 
of January, 1931, as follows: 


Cash in general fund .......... $291,796.09 
Cash in cashier’s fund ......... 1,500.00 
Cash in depreciation reserve fund 138,197.49 
Invested portion of depreciation 


SUNOS THOME 658s 05sskwwssnasd 208,515.00 
WE Divccbediecasicasess $640,008.58 


“Your petitioners further show that 
the portion of the reserve fund so in- 
vested is now invested in municipal 
bonds issued by said city of Rich- 
mond, amounting to the sum of 
$60,000, and in Liberty Loan Bonds 
of the United States of America, in 
the sum of $50,000, and in waivered 
improvement bonds issued in the mak- 
ing of public improvements in the city 


of Richmond; that the said waivered 
improvement bonds are probably not 
salable or available as an asset for the 
payment in the purchase of said gen- 
erative machinery and other equip- 
ment proposed to be purchased; that 
there are now no bonds outstanding 
which have been issued by said city 
of Richmond for the purchase, equip- 
ment, or refunding of any of the in- 
debtedness of the said Municipal 
Plant, and that all of the current in- 
debtedness of said plant is paid, ex- 
cepting certain current bills amount- 
ing to the sum of $10,851.29. 

“And your petitioners further show 
that the common council of the city 
of Richmond has authorized and ap- 
propriated for the purpose of purchas- 
ing a cooling tower and piping for 
said Municipal Plant, the sum of 
$58,200, and that contracts have been 
let for the purchase of said cooling 
tower and piping, and that the same 
is necessary for the purposes of said 
Municipal Plant, whether said ad- 
ditional generative machinery and 
other equipment is or is not pur- 
chased ; that the said common council 
has also appropriated the further sum 
of $300,000 for the purpose of pur- 
chasing two 1,000 horsepower 450 
pound boilers and the necessary equip- 
ment and installation thereof, includ- 
ing high pressure piping, two boiler 
feed pumps, wiring, and other con- 
nections and parts thereof; that no- 
tices have been given by your petition- 
ers for the receiving of bids for the 
purchase of said boilers, high pressure 
piping, pumps, etc., and that Febru- 
ary 16, 1931, is the date named in said 
notices for the receiving and consid- 
eration of said bids. 

“And your petitioners further show 
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that for the year 1929, said Munic- 
ipal Plant had net earnings, without 
deducting depreciation therefrom, of 
$397,756.11; that out of said net 
earnings of said Municipal Plant, 
there has been paid to the civil city 
of Richmond, upon a transfer to the 
general fund of said city, the sum of 
$16,989.82, which is charged upon the 
books of the said Municipal Plant as 
operating expense; that the net earn- 
ings of said Municipal Plant for the 
year 1930 were $406,035.55 before 
any item of depreciation was deducted 
therefrom and that during said year, 
there was transferred from the said 
net earnings to the general fund of 
the civil city of Richmond, the sum of 
$19,280.83; that the estimated net 
earnings of the said Municipal Plant 
for the year 1931, according to the 
estimate of the said manager thereof, 
is $350,000. 

“And your petitioners further show 
that it will require about eighteen 
months to complete the installation of 
said generative machinery and said 
boilers and other equipment proposed 
to be purchased and installed as afore- 
said, and that there will be available 
in the said cash and invested funds 
and assets of the said Municipal Plant 
sufficient moneys to pay therefor. 

“Wherefore, your petitioners pray 
that an order be made by your Honor- 
able Body authorizing the purchase by 
said city of Richmond, for the use of 
said Municipal Electric Lighting & 
Power Plant, of all of the said gener- 
ative machinery and other equipment 
aforesaid, herein proposed to be pur- 
chased, and the doing of the work of 
installing the same in said plant and 
other work herein proposed, and to 
use for the payment thereof such por- 


tions of the depreciation reserve fund 
of said Municipal Plant as may be 
necessary for said purpose. 
“(Signed) Louis E. Fahlsing, 
“A. J. Ford, 
“William H. Schnieder. 
“Special Committee of 
Council exercising the 
powers of a Board of 
Works. 


“STATE OF INDIANA, } 
Wayne County. § 


“Come now Louis E. Fahlsing, Al- 
bert J. Ford, and William H. Schnie- 
der, who, being first duly sworn, upon 
their oaths say that the facts set forth 
in the foregoing petition are true, as 
they are informed and verily believe. 

“(Signed Louis E. Fahlsing, 

“A. J. Ford, 
“William H. Schnieder. 

“Subscribed and sworn to before 
me, the undersigned Notary Public 
in and for said county and state this 
6th day of February, 1931. 

“(Signed Ray K. Shiveley, 
“Notary Public. 

“My Commission expires Novem- 
ber 18, 1932.” 

The above petition, being verified, 
presents all the allegations necessary 
to consider in determining the merits 
of the cause presented. 

[1, 2] Section 1 of the Shively- 
Spencer Utility Commission Act con- 
tains, among other things, the follow- 
ing definition of a municipality as a 
public utility: 

“The term ‘public utility’ as used 
in this act shall mean and embrace 
, every city or town that now 
or hereafter may own, operate, man- 
age, or control any plant or 
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equipment within the state 

for the production, transmission, de- 
livery, or furnishing of heat, light 
, either directly or indirectly to 
or for the public.” 

The petition in the instant case pre- 
sents the matter of management of 
utility property—whether the utility 
should use the funds which it has 
earned in making necessary improve- 
ments of its facilities used in service, 
or should be required to incur a debt 
in order to make such improvements. 
The Commission believes that it is not 
sound business policy to borrow mon- 
ey to make necessary improvements 
of property when the owner of the 
property has the money on hand. 
Therefore, the Commission believes 
the petition herein to be based upon 
a sound economic policy. 

The law provides that a deprecia- 

tion reserve fund accumulated by a 
public utility may be used temporarily 
in making additions, extensions, and 
betterments to the utility property. 
This Commission heretofore, by 
order, has established a period of one 
year as the temporary period within 
which such reserve fund might be 
used for such purpose. The Commis- 
sion, having established such rule by 
order, has authority to alter, amend, 
or extend such rule, when it is 
established in a specific case that 
such alteration, amendment, or ex- 
tension would be in the public in- 
terest. 
. The above petition asks authority 
“to use such portions of the 
depreciation reserve fund of said Mu- 
nicipal Plant as may be necessary” to 
pay for the materials and labor neces- 
sary in making the improvements pro- 
posed. 


In order to authorize the use of this 
fund for said purposes it will be neces- 
sary for the Commission to extend the 
rule heretofore established as to the 
temporary use of such fund, such ex- 
tension to be applicable to the parties 
and to the utility property in the in- 
stant case. The Commission believes 
that such extension should be made 
and it will be so ordered. 

The Commission believes and finds 
that the petitioning utility in the in- 
stant case has the lawful right to use 
its surplus earnings for the purposes 
set out in this petition, provided that 
the use of such earnings shall in no- 
wise affect unfavorably reserves re- 
quired by law, to be set aside from 
such earnings; and to use the balance 
in its depreciation reserve fund, if au- 
thorized so to do by order of this 
Commission, provided that such 
balance in the fund shall be maintained 
by the utility as directed by this Com- 
mission in its order; also, provided 
that the use of the utility’s general 
fund shall not be made to a degree 
that would deprive said utility of a 
sufficient working cash capital or 
fund. 

Having examined said verified pe- 
tition and being duly advised in the 
premises, the Commission finds that 
the prayer of the petition should be 
granted upon the terms and conditions 
hereinafter provided. 

It is therefore ordered by the Pub- 
lic Service Commission of Indiana 
that the municipal electric light and 
power plant of Richmond, Indiana, 
through its managers and owners, be 
and is hereby authorized to purchase 
and install the following equipment, 
to pay the purchase price for all equip- 
ment, and to pay for the labor and 
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other expenses connected with procur- 
ing and installing the same, as fol- 
lows: 

One 15,000 kilowatt turbo gener- 
ator, including the foundation, piping, 
and the raising of the station roof of 
said plant and the extending of the 
craneway thereof; two 1,000 horse- 
power 450-pound boilers; all neces- 
sary high pressure piping required by 
the installation thereof; two boiler 
feed pumps and all wiring and con- 
nections necessary in the installation 
thereof; one cooling tower and all 
piping and other connections neces- 
sary in the installation thereof; a coal 
siding and all necessary things in the 
installation thereof, and all other mis- 
cellaneous equipment and changes in 
said plant made necessary by the in- 
stallation of said additional machinery 
and equipment, including the neces- 
sary changes in the present 10,000 
kilowatt turbo generator to make it 
operative on 400-pound gage pres- 
sure, and including the purchase of all 
things and the employment of all 
necessary labor and expert advice to 
accomplish and complete the said ad- 
ditions and changes in said Municipal 
Plant: Provided, that petitioners shall 
submit to this Commission, before 
any of said machinery and equip- 
ment are purchased and before any of 
said work is done, copies of the plans 
and specifications thereof, and that 
the authority herein granted to pur- 
chase shall depend upon the approval 
by this Commission of such plans, 
specifications, etc., as to reasonable- 
ness of cost. 

It is further ordered that the pe- 
titioners herein be and are hereby 
granted authority to use the surplus 
funds now in hand on account of the 


operation of this utility property and 
hereafter accumulated from the oper- 
ation of said property to pay for, in 
whole or in part, the equipment pur- 
chased and labor and other proper 
expense connected with obtaining and 
installing the same, provided that 
there shall remain in the general fund 
of said utility at all times, either in 
cash or in sound, liquid securities, not 
less than $50,000 for use as working 
capital of said plant. 

It is further ordered that the rule 
of this Commission heretofore estab- 
lished, that the use of depreciation 
reserve fund temporarily invested in 
new property, additions, and better- 
ments shall be construed to mean a 
period of one year for such tempo- 
rary investment, be and the same is 
hereby altered in the instant case and 
extended to a period of five years 
from the date of approval of this 
order, provided that at all times there 
shall be retained in said depreciation 
reserve fund not less than the sum of 
$25,000 for the ready and proper use 
that may be required of said fund, 
provided that all moneys thus used 
from depreciation fund shall be re- 
turned within five years. 

It is further ordered that the earn- 
ings of petitioners’ utility property 
shall be used to pay into the deprecia- 
tion reserve fund, not less frequently 
than once each year, interest at the 
rate of not less than 4 per cent per 
annum for moneys actually in use 
during the period for which interest 
is so paid, such payments to continue 
as long as such moneys are actually in 
use from said depreciation reserve 
fund. 

It is further ordered that this util- 
ity shall make written, verified report 
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to this Commission, under the title 
and docket number of this cause, set- 
ting forth in sufficient detail to be 
informing to the Commission the 
purchases made and the cost thereof, 
the labor and other expenses incurred 
in connection with obtaining and in- 
stalling the property purchased and 
making necessary changes in existing 
property, together with cost of such 
labor and other expenses; the amount 
of money used from the utility’s gen- 
eral fund; the amount of money used 
from the utility's depreciation re- 
serve fund; the amount in balances 


maintained in the utility’s general 
fund and in its depreciation reserve 
fund; the amount of interest paid 
into the said depreciation reserve fund 
from the utility’s general fund, and 
such other facts as may be deemed by 
the utility appropriate to accompany 
such report, the first of such reports 
to be made at the close of business 
December 31, 1931, and annually 
thereafter, until all of the purposes of 
this order shall have been complied 
with. 


All concur. 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Jane Garrity 


Public Service Electric & Gas Company 


Payment — Commission jurisdiction — Disputed payments. 
1. The Commission refused to take jurisdiction to determine a controversy 
between a consumer, who claimed that she had paid her electric bill but 
had surrendered her receipts to an employee of a utility, and the utility, 
which in turn denied that she had paid the bills or that such receipts had 
ever been issued, and the Commission ventured the opinion that such an 
issue was for the courts to determine, p. 148. 


Payment — Continuation of service pending court settlement of payment dispute. 
2. An electrical utility was required to continue service to a customer who 
refused to pay certain bills, and who claimed to have paid them, pending 
a determination of that issue by a tribunal of competent jurisdiction, pro- 
vided, however, that the customer deposited a reasonable collateral to 
secure the payment of future bills, p. 148. 


[February 11, 1931.] 


Pap tees by an electrical consumer against the threatened 

discontinuance of service; dismissed subject to the condi- 

tion that service be continued in accordance with the terms of 
the opinion herein. 
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APPEARANCES: Edward F. Bro- 
derick, for the complainant; Charles 
S. Straw, for Public Service Electric 
and Gas Company. 


By the Boarp: [1, 2] On De- 
cember 12, 1930, a written complaint 
was received from Miss Jane Garrity 
of 56 James street, Newark, stating 
that the respondent “has threatened 
to discontinue gas and electric service 
at my residence claiming that 
I have not paid the bills as rendered. 
I have receipted bills, however, which 
indicate that I have not only paid the 
bills received by me but also some of 
the bills received by the former tenant 
of this address.” 

The Board’s inspector, Mr. Annett, 
interviewed the complainant and rep- 
resentatives of the respondent and 
from the latter secured a copy of bills 
rendered for service at 56 James 
street from October 26, 1929, to No- 
vember 13, 1930, inclusive, and this 
record indicates that the following 
monthly bills rendered to the com- 
plainant were unpaid. 


er $10.55 
i ae ea | ee 3.84 
RIGUOEE BE, ESS <scsccecewaes 5.48 
Be ee eee $19.87 
LO ge Ee |: | a a 6.44 


Totals to November 13, 1930 .... $26.31 


The inspector’s report, dated De- 
cember 22, 1930, was received by the 
Board’s secretary on December 24th 
and on December 29th mailed to each 
of the parties thereto. This report 
indicated that the statements of the 
parties were so at variance that the 
inspector could not determine the is- 
sue between them but recommended 
that the complainant make a deposit 
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to secure payment of bills for future 
service. 

Not satisfied with the inspector’s 
report, on request of the complain- 
ant, the matter was set down for 
hearing. 

The complainant testified that she 
had a receipted bill for the $19.87 
aforesaid which she submitted to an 
unknown employee of the respondent 
to prove that she had paid said bills; 
that the employee kept said receipted 
bill alleging it was not issued by the 
company and that she would be re- 
quired to pay all bills then due, ag- 
gregating. $26.31 (herein above 
shown) or that her gas and electric 
meters would be removed, and that 
this was done subsequent to her filing 
the complaint in this matter. 

Although the complainant stated 
that she had receipts showing that the 
bills in dispute had been paid, the re- 
ceipts were not forthcoming for 
presentation to the Board at the hear- 
ing, and in view of the failure of the 
complainant to furnish for examina- 
tion the receipts referred to, the 
Board is unable to determine the facts 
in the matter from the complainant’s 
statement. In view of the fact that 
there appears to be a legitimate dis- 
pute between the parties, the company 
should appeal to the court for settle- 
ment of disputed bills but the com- 
pany should restore service im- 
mediately upon receipt of a proper 
application for such restoration and a 
reasonable deposit to secure the pay- 
ment of all bills for future service. 

Counsel for the respondent stated 
that service would be restored with- 
out cost for reconnection if this pro- 
cedure were followed by the com- 
plainant. 
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The Board finds and determines 
that the complaint in this matter 


subject to the condition that service 
to the complainant be reinstalled on 


should be and hereby is dismissed terms herein above stated. 





COLORADO SUPREME COURT 


People 
M. B. Swann 


[No. 12562.] 
(— Colo. —, 296 Pac. 271.) 


Commissions — Judicial or quasi judicial functions. 
1. The Public Utilities Commission is not a judicial body within the mean- 
ing of the Constitution, although it may exercise quasi judicial functions, 
p. 150. 


Contempt — Power of court to punish. 
2. Power to punish for contempt is a judicial power within the meaning 
of the Constitution, and belongs exclusively to the court except in cases 
where the Constitution confers it upon some other body, p. 150. 
Constitutional law — Commission power — Contempt proceeding. 
3. An attempt by the Commission to punish a motor carrier for contempt 
for violating one of its orders was held to be an unconstitutional exercise 
of a judicial power, p. 150. 


[February 9, 1931.] 


N BANC. Error by the state of Colorado to review a judg- 

ment of a lower court sustaining a defendant in a suit by 

the state to recover a fine for contempt imposed by the Public 
Utilities Commission; lower court affirmed. 


? 


APPEARANCES: Robert E. Win- by it in a contempt proceeding. It is 
bourn, Attorney General, and Colin alleged in the complaint that the Com- 
A. Smith, Assistant Attorney Gen- mission found that Swena was oper- 





eral, for the People; Harry S. Class, 
of Denver, for defendant in error. 


Butter, J.: The Public Utilities 
Commission sued M. B. Swena to re- 
cover the amount of a fine imposed 


ating as a motor vehicle carrier with- 
out having obtained a certificate of 
public convenience and necessity, and 
ordered him to desist; that he vio- 
lated such order and was adjudged 
by the Commission to be in contempt; 
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and that the Commission fined him 
$200 for such contempt. The trial 
court dismissed the case, holding that 
the power to punish for contempt is 
a judicial power not within the 
province of the Commission. 

Section 2975, Comp. Laws, 1921, 
provides that every person who shall 
fail to obey an order of the Commis- 
sion, except an order for the payment 
of money, “shall be in contempt of 
the Commission, and shall be punish- 
able by the Commission for contempt 
in the same manner and to the same 
extent as contempt is punished by 
courts of record.” It also provides: 
“The remedy prescribed in this ac- 
tion [section] shall not be a bar to 
or affect any other remedy prescribed 
in this act, but shall be cumulative 
and in addition to such other remedy 
or remedies.” Section 2970, Comp. 
Laws, 1921, provides a penalty, not 
exceeding $2,000, for a failure to 
obey an order of the Commission, and 
declares that in case of a continuing 
violation of such order, “each day’s 
continuance thereof shall be and be 
deemed to be a separate and distinct 
offense.”” Section 2974, Comp. Laws, 
1921, provides that actions to recover 
“penalties” shall be brought in the 
district court in the name of the peo- 
ple of the state of Colorado, and that 
all “fines and penalties” recovered in 
any such action shall be paid into the 
state treasury to the credit of the 
Public Utility Commission fund. 

Article 3 of the Colorado Constitu- 
tion is as follows: “The powers of 
the government of this state are di- 
vided into three distinct departments, 
—the legislative, executive, and ju- 
dicial; and no person or collection of 
persons charged with the exercise of 


powers properly belonging to one of 
these departments shall exercise any 
power properly belonging to either of 
the others, except as in this Constitu- 
tion expressly directed or permitted.” 
By § 1 of Art. 6 the judicial power 
of the state, “except as in the Con- 
stitution otherwise provided,” is vest- 
ed in the courts. Section 12 of Art. 
5 provides that each house of the gen- 
eral assembly shall have power to 
punish its members or other persons 
for contempt in its presence, and to 
“enforce obedience to its process.” 
In impeachment trials under Art. 13 
the senate sits as a court and, of 
course, exercises judicial powers. 

[1] The Public Utilities Commis- 
sion is not a court. People ex rel. 
Hubbard v. Colorado Title & Trust 
Co. (1918) 65 Colo. 472, P.U.R. 
1919A, 542, 178 Pac. 6; Clark v. 
Denver & I. R. Co. (1925) 78 Colo. 
48, P.U.R.1926B, 33, 239 Pac. 20. 
It is charged with the performance 
of certain executive and adminis- 
trative duties. In the performance 
thereof, and as incidental thereto, it 
hears evidence, ascertains facts, and 
exercises judgment and discretion; 
but this is the exercise of merely a 
quasi judicial function, not the exer- 
cise of judicial power within the 
meaning of the Constitution. Peo- 
ple ex rel. Hubbard v. Colorado Title 
& Trust Co. supra. 

[2, 3] The power to punish for 
contempt is a judicial power within 
the meaning of the Constitution. It 
belongs exclusively to the courts, ex- 
cept in cases where the Constitution 
confers such power upon some other 
body. Interstate Commerce Commis- 
sion v. Brimson (1894) 154 U. S. 
447, 485, 155 U. S. 3, 38 L. ed. 1047, 
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39 L. ed. 49, 14 Sup. Ct. Rep. 1125, 
15 Sup. Ct. Rep. 19; Langenberg 
v. Decker (1892) 131 Ind. 471, 
31 N. E. 190, 16 L.R.A. 108. 
The Constitution, as we have seen, 
confers that power in certain cases 
upon each house of the general 
assembly. The Constitution of Okla- 
homa expressly confers upon the Cor- 
poration Commission the powers of 
courts of record, including the power 
to punish for contempt. Const. Art. 
9, § 19. Our Constitution confers 
no such power upon the Public Utili- 
ties Commission. 

Delivering the opinion of the court 
in Interstate Commerce Commission 
v. Brimson, supra, Mr. Justice Har- 
lan said (p. 488 of 154 U. S.): “Of 
course, the question of punishing the 
defendants for contempt could not 


arise before the Commission; for, in 
a judicial sense, there is no such thing 
as contempt of a subordinate adminis- 
trative body.” And again (p. 485 
of 154 U. S.): “Such a body could 
not, under our system of govern- 
ment, and consistently with due 
process of law, be invested with au- 
thority to compel obedience to its 
orders by a judgment of fine or im- 
prisonment.” With the views thus 
expressed we are in full accord. 

In fining Swena for contempt, the 
Commission acted without constitu- 
tional warrant. 

Section 2975, Comp. Laws, 1921, 
attempting to confer upon the Com- 
mission the power to punish for con- 
tempt, is unconstitutional and there- 
fore void. 

The judgment is affirmed. 





PENNSYLVANIA PUBLIC SERVICE COMMISSION 


George J. Mandour et al. 


Pennsylvania Power & Light Company et al. 


[Complaint Docket No. 8331.] 


Rates — Commission jurisdiction — Private operation of municipal plant under 


a lease. 


The Commission has no jurisdiction over the rates of a private company, 
operating a municipally owned electric system under a lease which pro- 
vides for a monthly payment, a max num rate to consumers, and repos- 
session by the municipality at the end of the term of the lease. 


[February 2, 1931.] 
ype PLAINT by an electrical consumer against the reasonable- 
ness of rates charged; dismissed for lack of jurisdiction. 





e 
By the Commission: This com- Electric Light and Power Company 
plaint, directed against the Lehighton and the Pennsylvania Power & Light 
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Company, alleges that the existing 
rates for electric light and power in 
the borough of Lehighton, Carbon 
county, are unreasonable and discrim- 
inatory. The joint answer of the re- 
spondents raises two jurisdictional 
questions: (1) jurisdiction over the 
Pennsylvania Power & Light Com- 
pany in that said company is not in 
fact rendering service within the 
borough and has no corporate author- 
ity to do so; (2) jurisdiction over the 
subject matter of the complaint for 
the reason that the facilities employed 
by the Lehighton Electric Light and 
Power Company in its service to the 
residents of Lehighton are owned by 
the borough and operated by the lat- 
ter company under lease. 

Hearing was had limited to proof 
of the facts necessary to decide the 
jurisdictional questions so_ raised, 
and the matter has now been sub- 
mitted following briefs and argu- 
ment. 

The Pennsylvania Power & Light 
Company by virtue of prior mergers 
and purchases has acquired corporate 
rights in territory completely sur- 
rounding the borough of Lehighton. 
It has no charter rights within the 
borough. The charter rights of the 
Lehighton Electric Light and Power 
Company are limited to service with- 
in the borough. All of the capital 
stock of the Lehighton Company is 
owned by the Pennsylvania Power & 
Light Company and the former’s 
business is managed through common 
employees and officials. 

The Lehighton Company purchases 
all of its power, delivered to its line 
at a point on the northern borough 
limits, from the Mauch Chunk Heat, 
Power and Electric Light Company, 


which the latter obtains by purchase 
from the Pennsylvania Power & 
Light Company. 

Besides supplying its various con- 
sumers within the borough, the 
Lehighton Electric Light and Power 
Company resells energy to the Penn- 
sylvania Power & Light Company 
for sale and distribution by the latter 
in Mahoning township and _ the 
boroughs of Weissport and Parry- 
ville, and Franklin township. 

The borough of Weissport lies to 
the east of the borough of Lehighton 
and is separated from it by the Lehigh 
river. That consumers in the former 
municipality obtain energy at con- 
siderably lower rates than the con- 
sumers in Lehighton is the principal 
bone of contention in the instant 
complaint. 

Under the facts disclosed by the 
present record it appears inequitable 
that consumers in Weissport should 
receive the benefit of rates more ad- 
vantageous than those enjoyed by 
their cross-river neighbors, where the 
price of the energy purchased by the 
Lehighton Company, and resold to 
the original vendor company, is with- 
in the control of common interests at 
all times. It must be kept in mind, 
however, that the rates prevailing in 
the borough of Lehighton are the 
rates authorized by the terms of the 
lease, voluntarily entered into by the 
borough of Lehighton with the Le- 
highton Electric Light and Power 
Company. 

However, the respondents have 
rested their case upon the construc- 
tion of the Public Service Company 
Law as enunciated in the case of Fer- 
guson & McDowell v. Public Service 
Commission (1923) 82 Pa. Super. 
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MANDOUR v. PENNSYLVANIA POWER & LIGHT CO. 


Ct. 238. In that case the city of 
Philadelphia had leased to the United 
Gas Improvement Company its mu- 
nicipally owned gas plant for a term 
of years, and part of the considera- 
tion provided that extensions and bet- 
terments to the service be turned over 
to the city at the end of the term. 
The candle power of gas to be sup- 
plied to the consumers and the rates 
to be charged therefor were pre- 
scribed. A complaint was filed with 
the Commission alleging that - the 
company had improperly compelled 
certain house builders to pay for the 
cost of installing service lines. The 
question of the Commission’s juris- 
diction arose and in the subsequent 
appeal, the superior court after con- 
sidering the relevant portions of the 
Public Service Company Law held 
that a municipally owned plant is not 
subject to general regulation by the 
Commission, and that this exemption 
applied to such a plant while leased 
and operated by a public service com- 
pany. The facts in that case are 


analogous to those of the instant one. 
The borough of Lehighton has leased 
its plant and facilities to the Lehigh- 
ton Company under an agreement 
which provides for monthly rental 
payments, a maximum rate to con- 
sumers, and that all of the property, 
including additions, extensions, and 
betterments be turned back to the 
borough at the end of the term. We 
are bound by the superior court’s in- 
terpretation of the Public Service 
Company Law and this case comes 
within its ruling. We must, there- 
fore, conclude that the Commission 
is without jurisdiction over the sub- 
ject matter of complaint. 

Whether by reason of stock owner- 
ship and common management of the 
Lehighton Electric Light and Power 
Company, the Pennsylvania Light & 
Power Company is a proper party 
respondent is unnecessary to decide; 
Therefore, 

Now, to wit, February 2, 1931, It 
is ordered: That the complaint be 
and is hereby dismissed. 





CALIFORNIA RAILROAD COMMISSION 


Re Solvang Water Works 


[Decision No. 23322, Application No. 17050.] 


Service — Water — Duty to render fire protection service. 
The Commission refused to require a utility to install at considerable cost 
new mains capable of providing public fire protection, a service which it 
had never held itself out to render, in an unincorporated territory where 
there was no established fire district, resulting in a situation where no 
revenues could be collected for such a service. 


[January 26, 1931.] 


A PPLICATION of a water utility for increased rates; rates 


adjusted. 
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CALIFORNIA RAILROAD COMMISSION 


APPEARANCE: Marcus Nielsen, 
for applicant. 
By the Commission: Solvang 


Water Works, owned and operated 
by a copartnership consisting of H. 
P. Jensen, H. C. Hansen, and Mar- 
cus Nielsen, engaged in the business 
of distributing and selling water for 
domestic purposes to the residents of 
the unincorporated town of Solvang, 
Santa Barbara county, alleges that its 
present rate schedule does not pro- 
duce a fair return upon the value of 
its water-works properties. The 
Railroad Commission, therefore, is 
asked to establish an increased rate 
for water service. 

A public hearing in this proceed- 
ing was conducted by Examiner 
Williams at Solvang on December 27, 
1930. 

The Solvang Water Works was 
originally operated as a mutual com- 
pany under the name of Solvang 
Water and Irrigation Company, a 
corporation. This concern was un- 
able to pay its expenses and became 
indebted to the present owners to the 
amount of $3,400. In 1918, under 
foreclosure proceedings, the property 
was sold to them in satisfaction of 
the above amount. The new owners 
took possession of the water system 
and continued operation under in- 
creased charges fixed by them, igno- 
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rant of the fact that by so doing they 
were operating as a public utility 
without proper authority from the 
Railroad Commission. There has 
been no complaint by the consumers 
but the present owners claim that the 
present rates are insufficient to meet 
bare operating costs and request the 
Commission to establish a proper rate 
schedule. 

The water is obtained from wells 
located in a valley adjacent to the 
town and pumped into a reservoir, 
from which it is distributed by gravity 
to approximately one hundred con- 
sumers through pipe lines ranging 
from 3 to 4 inches in diameter. Dur- 
ing the past year, additional water 
has been obtained from a well located 
in the townsite and owned by Marcus 
Nielsen. Arrangements have been 
made to acquire this well and equip- 
ment and this property will, there- 
fore, be considered as belonging to 
applicant for the purpose of this pro- 
ceeding. 

At the hearing F. H. Van Hoesen, 
one of the Commission’s hydraulic 
engineers, submitted a report and ap- 
praisal of the system based on the es- 
timated original cost. In the follow- 
ing tabulation is set out a summary 
of this report and the book value of 
the properties and operating data pre- 
sented by the secretary of the com- 


pany. 


Books of Van Hoesen’s 
Company Report 
Jan. 1, 1930 Dec. 20, 1930 
hioriotaeserereieaiaiearblese $8,687.00 Bata 
eceaiiancestame. aeseaie $13,438.00 
EEA ERR 2,000.00 ,000. 
seats SU TA Lai on 1,715.00 
Cae ed Nene eee seus 2,154.00 2,185.00 
imiateeneinaanek ames 2,285.00 
jeteaaerciressnae 2,379.00 2,379.00 
ROS Se Cine es 2.1% 1.2% 
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RE SOLVANG WATER WORKS 


The company set up on its books 
the amount paid for the property in 
1918, which is approximately $5,000 
less than the actual historical invest- 
ment cost. Therefore, the sum of 
$15,500 appears to be a reasonable 
rate base for the purposes of this pro- 
ceeding. The operating expenses set 
out in the above tabulation reflect an 
analysis of such charges only as were 
actually entered in the books and ac- 
counts of the utility. No charges 
heretofore have been made for costs 
of management, bookkeeping, and 
certain miscellaneous and minor 
items of maintenance and repair ac- 
tually incurred by the owners of the 
system. The Commission’s engineer 
estimated that the reasonable operat- 
ing and maintenance expenses for the 
immediate future including the above 
omitted items, together with an allow- 
ance of $300 for depreciation cover- 
ing the new well, would be $2,700. 
This appears to be a fair allowance 
and will be accepted. The foregoing 
figures indicate that the operation for 
the year 1931 under present rates 
may be expected to result in an oper- 
ating deficit of approximately $300. 
It is evident, therefore, that applicant 


is entitled to an adjustment in the 
present rate schedule. 

Certain consumers requested the 
Commission to require applicant to 
replace certain existing pipe lines with 
larger mains to provide an adequate 
fire service throughout the territory 
served. This company has never held 
itself out to render such a fire protec 
tion service. The town is unincorpo- 
rated and there is no established fire 
district, resulting in a situation where 
no revenues can be collected for such 
a service. In view of the fact that 
the installation of new mains capable 
of providing a proper fire service 
would cost several thousand dollars, 
it is evident that it would be unrea- 
sonable at this time to require appli- 
cant to make such improvements 
without the financial assistance of the 
consumers. The formation of a 
county fire district with the power of 
raising funds is usually resorted to 
under such conditions as exist here 
and, should this plan be decided upon, 
arrangements can then be made with 
the utility which will insure an im- 
proved delivery capacity in the dis- 
tribution system for fire protection 
purposes. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re Shore Gas Company, Incorporated 


[Case No. 6487.] 


Commissions — Jurisdiction — Shareholders’ dispute. 
1. The Commission is not a court of law in which the rights of stock- 
holders or the differences which may exist between them can be settled 


or decided, p. 158. 
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Sale — Segregation of operating unit from gas producing system. 
2. The proposal of a gas producing company to divorce a distributing 
enterprise in a particular community from its general operations by the 
transfer of such distribution system with franchise rights to an operating 
subsidiary under reasonable terms, was approved as being in the public 
interest, upon a showing that the operating company could be made self- 
supporting and had sufficient capital, ability, and gas supply to render 
adequate service, p. 158. 

Sale — Objections — Escape from Commission jurisdiction. 
3. The fact that a gas producing company, proposing to divorce a par- 
ticular distributing enterprise from its general operating system by a 
transfer of the distributing system and franchise to an operating sub- 
sidiary, would thereby itself escape the further jurisdiction of the Com- 
mission is not of itself a sufficient reason for denying such a transfer, 
otherwise shown to be in the interest of the public, p. 158. 


[January 20, 1931.] 
weer of a gas producing company for authority to trans- 
fer a distributing system and franchise to an operating sub- 
sidiary, and of such operating subsidiary for permission to 
exercise such franchise and operate such system; granted. 
w 


APPEARANCES: William R. Poo- cipal business of the company being 
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ley, and James O. Moore, Attorneys 
for Shore Gas Company; William E. 
Barrett, Attorney for Bert L. Her- 
ring, stockholder; Charles S. Mac- 
Dougall, Attorney for residents of 
West Falls; Kenefick, Cook, Mitchell 
& Bass (by Theodore G. Kenefick), 
for Iroquois Gas Corporation; Leslie 
F. Robinson, Attorney for Town of 
Aurora. 


Burritt, Commissioner: This is 
a petition of the Shore Gas Company, 
Incorporated, for consent to transfer 
the works and system of its natural 
gas distribution plant in a portion of 
the town of Aurora, Erie county, to 
the Erie County Gas Co., Inc. The 
latter company joins in the petition 
and asks permission to exercise the 
franchises proposed to be transferred 
to it. 

This is the Shore Gas Company’s 
only distribution enterprise, the prin- 


exploration for gas and the acquisi- 
tion and development of gas lands. 
The primary purpose of this petition 
is to divorce from these generally 
speculative operations its distribution 
system in Aurora, and to set this up 
under a separate operating company. 


Location and Area Served 


The area in the town of Aurora at 
present served by the Shore Gas 
Company includes no incorporated 
municipalities, but does include the 
three small hamlets of Griffins Mills, 
Jewettville, and West Falls. The 
company has approximately four 
miles of distribution lines, and serves 
about seventy-five domestic consum- 
ers and two commercial customers 
which are brick manufacturing plants. 
This distribution system, which was 
constructed in the spring of 1930 and 
consists of 4-inch steel lines, was put 
in operation in June, 1930. 
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RE SHORE GAS COMPANY, INC. 


Local Consent 


Local consent covering a definitely 
limited portion of the town of Au- 
rora was granted by that town on 
October 14, 1929, and approved by 
the Commission in April, 1930, in 
Case No. 5907. This franchise cov- 
ers the distribution of gas for light, 
heat, and power purposes, and for a 
definitely described portion of the 
town. 


Petitioning Corporation 


The Shore Gas Company was in- 
corporated in 1928. At the time of 
its incorporation it received for its en- 
tire capital stock approximately 6,000 
acres of gas lands, that is, leases or 
gas rights on gas lands in the coun- 
ties of Chautauqua, Erie, Cattarau- 
gus, and Wyoming, Since 1928 the 
company has acquired and now holds 
approximately 75,000 acres of lease 
land throughout western New York. 
It has 29 producing wells, with an 
open flow of about 20,000,000 cubic 
feet per day. This company also sup- 
plies gas to other distributing compa- 
nies, including the Columbia Gas and 
Electric Company and the Republic 
Light, Heat and Power Company. 

The Shore Gas Company’s position 
is that it intends to devote its entire 
time and attention to acquiring gas 
property and drilling and developing 
that property extensively. It is now 
actively drilling. It is not equipped 
to become a distributing company and 
does not desire or intend to enter this 
business. It also admits that there is 
no room for extension of its distrib- 
uting system in Aurora because it is 
hemmed in on all sides by competing 
companies. There are no large cities 
or large towns in which it could serve. 


Its board of directors has definitely 
determined that the present small dis- 
tribution business of the company 
should be separated from its develop- 
ment business. The present petition 
is for the purpose of putting this de- 
termination into effect. 


Objection 


To his proposal a minority stock- 
holder who, upon petition, was per- 
mitted to intervene, objected. This 
stockholder contends that prior to this 
application contracts had been made 
for the transfer of the stock of the 
Shore Gas Company to another cor- 
poration. He asserts that the pur- 
pose of the present petition is to re- 
move this and similar contracts from 
the jurisdiction of the Commission. 
This stockholder’s position was fur- 
ther stated by his attorney to be as 
follows: 

“We think that these contracts 
(Marthall),—the only way of per- 
forming these contracts, or to treat 
this whole transaction in the proper 
way, is by putting the contracts be- 
fore the Commission. Our position 
is that this method of taking these 
franchises from the Shore Gas Com- 
pany is to obviate the necessity of get- 
ting the approval of these contracts. 
It is just a devious method of step- 
ping around the Commission and tak- 
ing this protection from the Public 
Service Commission, where we think 
it should be kept.” 

Further objection was raised at the 
first hearing by the attorney for the 
hamlet of West Falls, that the Erie 
County Gas Company had not dem- 
onstrated its ability to carry on, and 
that it should give assurance to the 
consumers in the franchise terri- 
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tory in Aurora that its income would 
at least equal its expenses, and that 
there would not be such added costs 
of operation as would result in an in- 
creased price. 
Terms of Sale 

The petitioner, the Shore Gas Com- 
pany, has agreed to transfer its fran- 
chise in the town of Aurora and its 
distribution plant and system there to 
the Erie County Gas Company, at 
actual cost. This cost referred to 
above as Exhibit 2, was said by 
the Shore Gas Company to be $19,- 
647.53. Also it had been agreed 
that the Erie County Gas Com- 
pany should pay to the Shore Gas 
Company for this plant 10 shares of 
its no par value capital stock at $200 
per share, together with its promis- 
sory note for $17,647.53, payable on 
demand, with interest at 6 per cent, 
payable semi-annually. The Shore 
Gas Company further agreed to 
transfer its contracts for the sale of 
gas to the two brick yards in Aurora, 
to the Erie County Gas Company, and 
further, by written contract to under- 
take to supply all the requirements of 
the Erie County Gas Company, for 
gas at 30 cents per thousand cubic 
feet for the period of five years, pro- 
vided it produces gas for that period 
of time. This contract will be fur- 
ther renewed at a price to be then 
agreed upon, subject to the approval 
of this Commission, providing only 
that the company still produces suffi- 
cient gas. 

Discussion 

Although the contracts on the basis 
of which the minority stockholder 
objected to the transfer of the stock 
of the Shore Gas Company to an- 


other corporation were received for 
what bearing they might have upon 
the public interest, it is clear that they 
are not material to the issue here. 
They are not before the Commission 
for approval or disapproval. 

[1] This Commission is not a 
court of law in which the rights of 
stockholders or the differences which 
may exist between them can be de- 
cided or settled. No injury is being 
done to their investment by this trans- 
fer. It does not appear that the pub- 
lic interest would be in any way jeo- 
pardized by the proposed transfer. 
Although the Erie County Gas Com- 
pany will be dependent upon its par- 
ent, the Shore Gas Company, both for 
its capital and its supply of gas, this 
is equally true at the present time, and 
there is no good reason why the par- 
ent should destroy or handicap the 
child. 

[2, 3] While it may be that the pe- 
titioner, which is (except for this 
minor distribution enterprise) a gas 
development corporation, will escape 
the jurisdiction of the Commission 
by transferring its distribution oper- 
ations to the Erie County Gas Coun- 
ty, this in itself is not a reason for 
disapproving the transfer. The posi- 
tion of the Shore Gas Company 
would not in such a case be different 
from that of other development com- 
panies which are not under the juris- 
diction of the Commission. It might 
be argued with equal cogency that the 
purpose of the intervener in opposing 
the transfer is to prevent the execu- 
tion of the Marthall contracts. 

Even though we should agree with 
the complainant that such companies 
should be under the jurisdiction of the 
Commission, it does not follow that 
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RE SHORE GAS COMPANY, INC. 


this should be accomplished by the in- 
direct means suggested. Both in re- 
gard to amount of capital stock and 
in net income, the distribution of gas 
is a very minor operation as com- 
pared with the larger drilling and de- 
velopment operations of the Shore 
Gas Company. This objection is nei- 
ther valid nor material. 

The objection presented by the at- 
torney for consumers was well taken. 
At the second hearing in this case the 
petitioner presented evidence which 
showed the probable ability of the 
company to carry on at reasonable 
costs and to give good service with- 
out increasing the present price. Aft- 
er examination of the company’s ex- 
hibit in the case and cross-examining 
its witnesses the attorney for con- 
sumers conceded that the company 
had met his objections. 

The Shore Gas Company began to 
distribute gas late in May, 1930, to 
fifty-one consumers. In November, 
1930, it had seventy-nine consumers 
and sold a total of 449,300 cubic feet 
of gas in that month, with a gross 
revenue of $411.43. As this is the 
first full month of operation with this 
total number of consumers, and as 
the month was a comparatively mild 
one, it was used as a basis for com- 
puting the probable annual revenue 
from these consumers. Multiplying 
this month’s sales by 12 would give 
a total domestic sale of gas amount- 
ing to 5,991,600 cubic feet annually 
which would produce a revenue of 
$4,937.16. Deducting from this the 
cost of the gas at 30 cents per thou- 
sand cubic feet there would remain a 
gross revenue of $3,139.68. Adding 
to this the net revenue to the Erie 
County Gas Company from the sales 


of gas to the brick yards after pay- 
ing the cost of this gas, amounting to 
$2,563.14, it is apparent that the new 
company should have a gross revenue 
of about $5,700 annually. 

Using $20,000 as the approximate 
amount of fixed capital, and provid- 
ing for an annual depreciation of 5 
per cent, this gross revenue would 
provide a satisfactory return in addi- 
tion to operating costs. In comput- 
ing operating costs an allowance was 
made for labor sufficient for one man 
to give his entire time to supervision 
of the distribution system. Costs also 
included billing and collecting, main- 
tenance, taxes, and uncollectible items, 
and. the sum of $750 for general st:- 
pervision, which is to be paid to the 
officers of the Shore Gas Company, 
who will also be the officers of the 
Erie County Gas Company. 

The contract price of 30 cents per 
thousand cubic feet which the Erie 
County Gas Company has to pay for 
its gas appears to be a reasonable one 
as compared with the wholesale prices 
charged by other companies in this 
vicinity. 

It is proposed that the Erie County 
Gas Company shall pay for the prop- 
erty transferred to it with 10 shares 
of its no par value capital stock at 
$200 per share, together with its 
promissory note for $17,647.53. We 
are of the opinion that a note of this 
amount involves too much risk for a 
small new company and covers too 
large a proportion of the purchase 
price to give the necessary stability to 
it. We, therefore, recommend that 
payment be made with 75 shares of 
its no par value capital stock at $200 
per share, together with a promissory 
note of $4,647.53 payable on suitable 


P.U.R.1931C. 159 








NEW YORK DEPARTMENT OF PUBLIC SERVICE 


terms over a period of not less than 
five years. 


Conclusion 


The Shore Gas Company desires to 
separate its present distribution en- 
terprise from its general operation in 
order to simplify it. No good reason 
has been made to appear why this 
should not be done. It has been 
shown affirmatively that the distribu- 
tion system in Aurora can be made 
self-supporting as a separate unit. 
Sufficient capital has been made avail- 
able and an adequate supply of gas 
assured. The ability of the Erie 
County Gas Company to carry on has 
been shown. For all these reasons 
it appears that it will be in the public 


interest to separate the distribution 
system in Aurora from the general 
operations of the Shore Gas Compa- 
ny and to set it up as a separate and 
distinct operation in the Erie County 
Gas Company. The transfer should 
be made on the terms suggested above 
both as to the transfer and as to the 
exercise of the franchise by the Erie 
County Gas Company. 

The petition should, therefore, be 
granted. 

An order to this effect accompa- 
nies this memorandum. 


Chairman Maltbie and Commis- 
sioners Van Namee and Brewster 
concur ; Commissioner Lunn not pres- 
ent. 





CALIFORNIA RAILROAD COMMISSION 


Re Los Angeles-San Francisco Navigation 


Company 


[Decision No. 23286, Case No. 2969.] 


Reports — Necessity for filing statements with Commission. 
1. The Commission’s regulations contemplate that there shall be filed with 
it a copy of any statement reflecting to the management of a utility results 
of operation for the period covered thereby; and the fact that certain 
expense items may be omitted or that a particular statement is not dis- 
tributed to the public does not excuse the failure to file such statement as 


it is prepared, p. 161. 


Reports — Secrecy of statements filed with the Commission. 
2. A request by a utility that statements filed by it with the Commission 
should be kept confidential was denied, p. 161. 


[January 13, 1931.] 
O RDER directing a public utility to show cause why penalties 
should not be invoked for failure to comply with the 
Commission's General Order No. 65, regarding the filing of 
financial statements; dismissed. 
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RE LOS ANGELES-S. F. NAGIVATION COMPANY 


APPEARANCE: Sanborn, Roehl, 
Smith and Brookman, by A. B. 
Roehl, for defendant. 


SEAvEY, Commissioner: [1] The 
Commission by its order of December 
10, 1930, instituted a proceeding on 
its own motion for the purpose of en- 
abling Los Angeles-San Francisco 
Navigation Company to show cause, 
if any it has, why the penalties pro- 
vided by statute should not be invoked 
against said Los Angeles-San Fran- 
cisco Navigation Company because 
of its failure to comply with the Com- 
mission’s General Order No. 65. 

General Order No. 65 of the Com- 
mission reads as follows: 

“Tt is hereby ordered, by the Rail- 
road Commission of the state of Cali- 
fornia that every public utility whose 
operating revenues exceed $50,000 
per annum shall file with the Railroad 
Commission a copy of each statement 
prepared in the ordinary course of 
business, either monthly or for other 
definite period, which show, among 
other things, the operating results for 
the period, and the financial condition 
at the close of such period. In addi- 
tion, every corporation having oper- 
ating revenues in excess of $50,000 
per annum shall file with the Railroad 
Commission a copy of its annual re- 
port and other financial statements is- 
sued to its stockholders. 

“The statements and reports re- 
quired to be filed by this order shall 
be filed as soon as they are pre- 
pared and made available for dis- 
tribution. 

“This order shall become effective 
July 1, 1922, and does not supersede 
any former order of the Commis- 
sion.” 


A. E. Gillespie, president of de- 
fendant, admitted at the hearing that 
financial statements were prepared 
monthly but was of the opinion that 
such statements did not come under 
the Commission’s General Order No. 
65 because they were not distributed 
to the public and did not necessarily 
reflect the financial condition of the 
company. 

The Commission’s order is general 
in its terms and contemplates that 
there be filed with the Commission a 
copy of any statement prepared in the 
ordinary course of business which re- 
flects to the management the results 
of the operation for the period cov- 
ered by the statement. The fact that 
the management may not accrue de- 
preciation monthly or may omit some 
other item of expense or may not dis- 
tribute the statement to the public 
does not excuse a utility from filing 
a copy of the statement which is ac- 
tually prepared. In terms of the or- 
der, a statement is distributed when 
it is made available to the officers or 
to the management or board of direc- 
tors of a corporation. The order says 
nothing about the distribution to the 
public. 

[2] A. E. Gillespie agreed to file 
with the Commission a copy of the 
company’s balance sheet and a profit 
and loss statement for November, 
1930, and stated that similar state- 
ments for subsequent months would 
be filed with the Commission. The 
November, 1930, statements were re- 
ceived by the Commission on Decem- 
ber 27th. Defendant requests that 
such statements be kept confidential. 
This request has been considered and 
in my opinion should be denied. 

In view of the fact that defendant 
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has filed and has agreed to file here- 65, I believe that this proceeding 
after monthly reports in response to should be dismissed. [Order omit- 
the Commission’s General Order No. _ ted. ] 





OHIO PUBLIC UTILITIES COMMISSION 


Re Citizens Telephone Company 


[A. U. R. P. No. 268.] 


Return — Gross revenues — Telephones — Loss of stations through excessive 
rate. 
1. The Commission refused to allow the total loss of telephone stations 
resulting from the establishment of an excessive rate by the company, to 
be used as a basis for determining reasonable rates, p. 163. 


Depreciation — Amount allowed — Telephone utility. 
2. An allowance of 5.75 per cent on the present value of the depreciable 
property of a telephone utility was fixed for annual depreciation, where 
the company had set aside 5.21 per cent of the depreciable property for 
maintenance purposes, and where its property was in 77.47 per cent condi- 
tion of the reproduction cost new, p. 164. 


Expenses — Holding company charges. 
3. Amounts paid to a holding company were not considered to be a legiti- 
mate expense of a local telephone company where the testimony showed 
that there was no particular service rendered to the local company as the 
result of such expenditure, p. 166. 


Expenses — Rate case costs — Amortization. 
4. The cost of a telephone rate case was distributed over a period of five 
years, p. 166. 


Expenses — Out-of-town attorneys. 
5. The sum paid to out-of-town attorneys was disallowed as an operating 
expense of a telephone company where the testimony showed that there 
was no particular service rendered to the local company as the result of 
such expenditure, p. 166. 


Return — Percentage allowed — Telephone utility. 
6. A 7 per cent return was fixed as reasonable for a telephone company, 


p. 166. 

Reparation — Telephones — Excess charges — Unclaimed funds payable to 

county. 

7. A telephone company found to have charged excessive rates was ordered 
to refund the same to all known customers, plus 6 per cent interest on such 
amounts during the period of the overcharge; and it was further directed 
to pay the funds due to subscribers, which it was unable to locate, to the 
treasurer of the county or other political subdivision of their last known 
address, p. 167. 
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RE CITIZENS TELEPHONE CO. 


Depreciation — Purpose of allowance — Original cost. 
Statement that depreciation charges are allowed for the purpose of re- 
placing depreciable property used and useful at the date of the inquiry, 
but not to a 100 per cent condition of the original cost, p. 165. 


[April 10, 1931.] 
NVESTIGATION by the Commission upon protest of various 
municipalities into increased rates of a telephone company; 


rates ordered to be modified and reparation of excessive collec- 
tions directed to be made. 


By the Commission: The new 
schedules of rates as filed April 30, 
1927, by the company in this case, 
were duly protested by the cities and 
communities involved and said rates 
suspended for the statutory period, 
whereupon the same became effective 
under bond, September 1, 1927, for 
city subscribers and October 1, 1927, 
for rural subscribers. These rates 
the company has been collecting since 
that date. 

The Commission then proceeded 
with the investigation of the reason- 
ableness of the rates. Hearings were 
held wherein testimony was _ intro- 
duced by the company and the city— 
the city having employed independent 
engineers for that purpose and being 
represented by counsel—and the Com- 
mission, upon the evidence adduced 
and after an independent investigation 
by its engineering department, tenta- 
tively found the reasonable value of 
the used and useful property of the 
Citizens Telephone Company of Cir- 
cleville to be $465,374.74. 

On the 11th day of December, 1928, 
the city of Circleville protested the 
tentative value fixed by the Commis- 
sion and on the 29th day of Novem- 
ber, 1928, the company filed its protest 
to the tentative value fixed by the 
Commission. Whereupon, on the 


13th day of December, 1928, the 
Commission assigned the same for 
hearing, upon the protests of the city 
and the company on February 7, 1929. 

On the 20th day of January, 1930, 
the Commission having taken no fur- 
ther action, this matter was set for 
further hearing on February 3, 1930, 
which assignment for hearing was 
later vacated. The Commission’s en- 
gineers having made further inves- 
tigation and the Commission having 
made a further study of the matter on 
the 27th day of May, 1930, fixed the 
final value of the used and useful 
property of the applicant at the sum 
of $374,620.28. 

On the 25th day of June, 1930, the 
Citizens Telephone Company filed its 
application for a rehearing. On the 
4th day of December, 1930, this ap- 
plication for a rehearing was over- 
ruled by the Commission. This mat- 
ter not having been taken to the su- 
preme court on error, the valuation 
of $374,620.28 becomes the final 
valuation of the property used and 
useful for the purpose of this inves- 
tigation and fixing the rate. 

[1] On the 3rd day of January, 
1931, the Commission assigned this 
case for further hearing upon the rev- 
enues, disbursements and rate of re- 
turn, for January 20, 1931. Such 
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hearing was held, evidence was ad- 
duced both by the company and the 
city concerning the revenues and ex- 
penses. The Commission, in consid- 
ering the matter of the revenues and 
expenses and the several allowances 
that should be made to the company, 
has noted the unusual amount of sta- 
tions lost in this case. 

Prior to June, 1927, there had been 
a constant increase in the number of 
stations served by this company. 

During the pendency of the new 
rate and after its effective date, the 
following stations were lost: 


EE ocean ociss Casanocnsiecasew 11 
gS. ER iy eer ae ee eter eee 9 
Sree 22 
ere ee 109 
October 1 to December 31, 1927 ........ 118 


The net loss of stations from Sep- 
tember 30, 1927, to April 30, 1930, 
was 248. This amounts to 7.72 per 
cent of the total number of stations on 
September 30, 1927, 

The Commission recognizes that 
there has been a period of unusual 
depression and that there may have 
been some concerted effort made to 
cause patrons to give up their tele- 
phone service—yet the fact is appar- 
ent that the rate put into effect by the 
company, under bond, is too high and 
the Commission is disallowing the 
total loss of stations as a basis of de- 
termining the reasonable revenues to 
be received by the company and has 
allowed only a 2 per cent loss of gross 
exchange service revenue to cover loss 
of stations and change in class of 
service incident to the increase in 
rates. 

The Commission for projection 
purposes from the date certain fixes 
the following as the reasonable reve- 


nues of the company from the opera- 
tion of its plant: 


Subscribers station revenues pro- 

jected by Company per Hirsch 

a SS ee ee ee $100,963.76 
Allowable decrease due to loss in 


stations, etc., 2 per cent ...... 2,019.28 
Net subscribers station revenues 

RIE (ohn cieicxanisacase .- $98,944.48 
Minor rents of exchange plant .. 145.32 


Total exchange service revenues $99,089.80 
Toll service revenues, actual av- 


ee ee eae 14,377.05 
Miscellaneous revenues, actual 
GEE (osc disndine ss cdcasca ved 1,645.23 
GrOGs EVENNESS 6 5c iscncccasccees $115,112.08 
Less, uncollectible revenues, ac- 
on pe ee eae 796.55 
Balance anticipated for rate 
EE Oe eee $114,315.53 


A depreciation and maintenance 
study was made by the accountant for 
the Commission of the company’s 
books covering a period from Decem- 
ber 31, 1920 to April 30, 1930, which 
shows the average current mainte- 
nance has been 5.21 per cent of the 
depreciable property actually used and 
useful. Applying this percentage to 
the depreciable property shown on the 
company’s books would produce cur- 
rent maintenance expenses of $16,- 
183.50. 

[2] In arriving at the proper al- 
lowance for depreciation, the Com- 
mission finds from its study of the 
experience of the company from the 
31st day of December, 1920, to the 
30th day of April, 1930, that the an- 
nual average expenditure for deprecia- 
tion was 4.81 per cent and that there 
had been an annual average of 5.42 
per cent of the depreciable property 
set aside on the books of the com- 
pany. In view of the present condi- 
tion of the property being 77.47 per 
cent of the reproduction cost new and 
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due to the fact that 5.21 per cent of 
the depreciable property has been al- 
lowed for maintenance purposes, the 
Commission is of the opinion that an 
allowance of 5.75 per cent upon the 
present value of the depreciable prop- 
erty is a reasonable allowance for de- 
preciation purposes. 

In applying this rate to the present 
value, the Commission wishes to 
emphasize that depreciation charges 
are allowed for the purpose of replac- 
ing the depreciable property, which is 
used and useful at the date of the in- 
quiry, but not to a 100 per cent con- 
dition of the original cost of such 
property, for the reason that excessive 
or inadequate depreciation attributable 
to past performances cannot be credit- 
ed to or imposed upon the present and 
future users of the service. It is as- 
sumed that the company has recovered 
adequate depreciation to the date of 
inquiry. In other words, the depre- 
ciation rate allowed applied to the 


Description 
Current maintenance expenses 
Traffic expenses 
Commercial expenses 
General and miscellaneous expenses 
Rent deductions 
Proposed wage increases 


ee | 
eee eee ee eee oe ee 
eeeeeeee 


Total expenses 


present value of the depreciable prop- 
erty is designed to absorb such value 
during the remaining life of such 
property, with due consideration to 
residual salvage value, wear and tear, 
obsolescence, etc. 

The experience of the Commission 
in the valuation of property of this 
type and from a study of similar pro- 
tests and past rate cases, finds that the 
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allowance for maintenance plus the 
allowance for depreciation in this case 
being the sum total of 10.96 per cent 
is an average and reasonable allow- 
ance. Taking into consideration the 
history of this case, the Commission 
also finds that the property has had 
an unusual amount expended upon it 
in the past ten years and that the main- 
tenance charge was unusually heavy 
during that time and notes further 
that the line of demarkation, between 
depreciation and maintenance or the 
replacement of the structure and the 
maintenance of the same, is not very 
distinct and that one act or the other 
might be favored without any inten- 
tion to mislead or to distort accounts 
by the company’s officials and even by 
the reports of those actually doing the 
work in the field. 

The comparison of expenses under 
the old rate and the new rate and 
as anticipated in Hirsch’s Exhibit No. 
2 is as follows: 


Average Annual Expense 


Estimated Actual Per Actual Per 
Per Hirsch Books During Books During 
Exhibit Period of Period of 
No. 2 Old Rates New Rates 
$14,086.65 $13,998.57 $20,241.15 
21,169.92 21,737.47 22,033.37 

2,076.17 1,932.22 5,834.10 
17,986.16 11,666.91 17,222.02 
1,096.50 721.01 1,097.37 
ae —6—lti(C re UC‘; 
$60,537.40 $50,056.18 $66,428.01 


The Commission from its investiga- 
tion finds that there should be allowed 
in this case, the following items: 


Current maintenance expenses ... $16,183.50 
Co fl rere 22,033.37 
Commercial expenses ........... 5,834.10 
General and miscellaneous ex- 
SES Pe A ee 8,775.78 
ee rere 747.43 
LOCH CRPONIND 6060s ssecicis $53,574.18 


The Commission has disallowed the 


165 








OHIO PUBLIC UTILITIES COMMISSION 


proposed wage increases not actually 
expended or made effective during the 
pendency of this case. 

[38-5] In arriving at the general 
and miscellaneous expenses which 
have been allowed in the sum of 
$8,775.78, the Commission has de- 
ducted the Kansas City expenses and 
has equalized the distribution of the 
cost of the rate case over a period of 
five years and has likewise disregard- 
ed the sum paid to Kansas City at- 
torneys. In the opinion of the Com- 
mission, this holding company expense 
is not the legitimate expense of the 
local company and included in the 
same classification would be the ex- 
pense of a Kansas City lawyer—the 
testimony showing that there was no 
particular service rendered to the local 
company as a result of such expendi- 
ture. 

It is the same situation which arose 
in the Cambridge case, wherein a like 
disallowance was made. The record 
does not show any particular increased 
efficiency in the service and certainly 
does not show any decrease in operat- 
ing expenses as a result of better 
methods of operation which the hold- 
ing company management might have 
introduced. The company has further 
asked that there be allowed as ex- 
penses, the payment for practical- 
ly the same service that had been 
rendered locally prior to the acqui- 
sition of the stock of the local com- 
pany by the foreign holding com- 
pany. 

It was further found that the checks 
made payable to the Kansas City offi- 
cials were endorsed by them to one or 
the other of the parent or allied 
companies. 


The Commission considers such 
payments more as unofficial dividends 
than as expenses allowable by the 
Commission in determining the rates. 
The further item of rent for the Kan- 
sas City offices has been deducted for 
the same reasons as above mentioned 
in regard to salaries. 

Applying the foregoing principles 
therefore, the Commission finds that 
the revenues allowable as of the date 
certain for the purpose of fixing rates 
are in the sum of $114,315.53 and 
that the allowance for expenses, depre- 
ciation, taxes, etc., as of said date are 
$83,391.24, producing a net return to 
the company upon the present value of 
its property used and useful of 
$30,924.29 or 8.25 per cent, all in ac- 
cordance with the Exhibit attached 
hereto, made a part of this finding and 
marked Exhibit “A.” 

[6] Applying a 7 per cent rate of 
return upon the value of the property 
used and useful, the Commission finds 
that the company has collected in ex- 
cess of the reasonable rate, the sum 
of $4,700.87 annually. 

The Commission finds further that 
the rates and charges provided for in 
the company’s schedules P. U. C. O. 
No. 5 are excessive and that the same 
be and hereby are disapproved by the 
Public Utilities Commission of Ohio 
and it is further ordered that the 
Citizens Telephone Company of 
Circleville, Ohio, shall put into effect 
as of the effective date of the pro- 
posed rates which are now in ef- 
fect and being collected under bond, 
the following schedule of monthly 
gross rates, subject to 25 cents 
discount per month for prompt pay- 
ment. 
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Ashville, 
: Circle- _Laurelville, 
Class of Service ville Williamsport 
Section I—(City) : 
Business—individual line, primary station—wall telephone ....... $5.00 $4. 
Business—individual line, primary station—desk telephone ....... 5.25 4.25 
Business—2-party line, each primary station—wall telephone ...... 4.50 he 
Business—2-party line, each primary station—desk telephone ..... 4.75 
Business—4-party line, each primary station—wall telephone 
SI HOE oo os. ns caret sa minnaGe ve week oe emia eats 3.50 
Business—4-party line, each primary station—desk telephone 
EO ree Pe eee eee ees SeeetCe 3.75 
Residence—individual line, primary station—wall telephone ...... 3.25 2.75 
Residence—individual line, primary station—desk telephone ...... 3.50 3.00 
Residence—2-party line, each primary station—wall telephone .... 2.75 a 
Residence—2-party line, each primary station—desk telephone .... 3.00 
Residence—4-party line, each primary station—wall telephone .... 2.25 2.00 
Residence—4-party line, each primary station—desk telephone .... 2.50 2.25 
Section IV—(Rural) : 
Business—10-party line, each primary station—wall telephone .... 3.75 3.50 
Business—10-party line, each primary station—desk telephone .... 4.00 3.75 
Residence—10-party line, each primary station—wall telephone .... oo aa 


Residence—10-party line, each primary station—desk telephone .... 





Other Sections of Schedules P. U. 
C. O. No. 5 as filed remain unchanged. 

It is further ordered that upon the 
acceptance of the filing of said sched- 
ule of rates and charges and the same 
becoming effective, that the same shall 
be made retroactively effective as of 
September 1, 1927, for city sub- 
scribers and October 1, 1927, for rural 
subscribers. 

[7] It is further ordered that the 
Citizens Telephone Company shall 
immediately commence and carry on 
with all diligence, the determination 
of what amounts have been collected 
from each subscriber from the ef- 
fective date of the proposed schedules, 
in excess of the amounts chargeable 
for service under the revised sched- 
ules and charges herein ordered by 
this Commission and be it further, 

Ordered, That such computation of 
excess charges to each subscriber be 
completed within a period of six 
months and that refund in cash of 
such excess charges plus interest 
thereon at the rate of 6 per cent per 
annum be made to such subscribers 
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by the end of such six months’ period, 
and be it further 

Ordered, That “any refunds due 
any subscribers on account of excess 
collection as above set forth, which 
shall not be paid to such subscriber on 
account of inability to locate or any 
other reason, shall at the expiration 
of one year from the date such re- 
funds become payable, be paid to the 
Treasurer of the county or other 
political subdivision, in which the 
premises of such subscriber were lo- 
cated, for the benefit of the general 
fund.” And be it further 

Ordered, That the Citizens Tele- 
phone Company shall preserve and 
keep intact all books, records and ac- 
counts setting forth and disclosing 
its collections from its subscribers 
within the period aforesaid, and to 
make no disposition thereof until au- 
thorized by the further order of this 
Commission, and be it further 

Ordered, That the determination of 
the various amounts and payment of 
all refunds as prescribed above shall 
at all times be subject to the super- 
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vision, inspection and auditing of the Telephone Company make written re- 

engineers and accountants of the Com- port at monthly intervals to this Com- 

mission, and be it further mission of the progress of such re- 
Ordered, That said the Citizens funds. 





PENNSYLVANIA PUBLIC SERVICE COMMISSION 


Herbert L. Hutchinson et al. 


v. 


Pennsylvania Chautauqua 


[Complaint Docket No. 8471.] 


Public utilities — Effect of corporate charter on status. 
1. The corporate purpose of a company is not determinative of its char- 
acter as a public service company, since the test of its status as a public 
utility is the service which it actually performs, p. 169. 

Public utilities — Status of a Chautauqua rendering water service. 
2. A Chautauqua corporation whose corporate purpose, as stated in its 
charter, was the “advancement of literary and scientific attainment among 
the people” and the promotion of Christian culture was nevertheless held 
to be a public utility subject to Commission jurisdiction, where evidence 
showed that it was serving the public with water at uniform rates for a 
profit and had availed itself of the benefits of utility legislation, p. 169. 

Payment — Discontinuance of supply for failure to pay land assessment. 


3. A Chautauqua corporation whose professed function was the advance- 
ment of Christian culture, but which actually rendered public utility serv- 
ice by furnishing water for a profit to cottages located on land formerly 
belonging to it was not permitted to discontinue such water service to 
patrons who failed to pay bills cevering assessments for the upkeep of 
the “Chautauqua’s ground,” even though the obligation of said’ patrons 
to pay such assessment was alleged to arise out of restrictions contained 
in the deed under which they bought their property, p. 170. 


[March 24, 1931.] 
“Pipe viencnig by certain water consumers against the discon- 
tinuance of water service; service ordered to be restored. 
» 

By the Commission: This com- Gretna, Lebanon county, and refuses 
plaint alleges that respondent, The to restore such service unless and until 
Pennsylvania Chautauqua, has dis- complainants pay a bill covering an 
continued water service to complain- assessment for the upkeep of the 
ants’ premises in the borough of Mt. © Chautauqua grounds. 

P.U.R.1931C. 168 
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HUTCHINSON v. PENNSYLVANIA CHAUTAUQUA 


That a public service company can- 
not use its power to discontinue serv- 
ice as a summary means of collecting 
a collateral debt which bears no rela- 
tion to the public service rendered, is 
unquestioned. The only real issue in 
the instant complaint, therefore, is 
whether The Pennsylvania Chautau- 
qua in supplying water to the residents 
of the borough of Mt. Gretna is acting 
in the capacity of a public service com- 
pany. If it is, then the complaint must 
be sustained. 

Respondent is a corporation of the 
first class, its corporate purpose as 
stated in its charter being “the ad- 
vancement of literary and scientific at- 
tainment among the people and the 
promotion of popular culture in the 
interest of Christianity.” It has an 
outstanding capital stock of $8,500 
par value. It is not operating for 
profit and no dividends have ever been 
declared. Incidental to its purpose it 
acquired a tract of land of about 90 
acres and this tract was laid out into 
lots and streets. Lots were subse- 
quently sold to various persons who 
erected cottages thereon. There are 
now about one hundred fifty cottages 
located on the grounds, the owners or 
occupants of which form a summer 
colony, although it does appear that 
a few cottage owners live on the 
grounds the year round. Respondent 
installed a water supply system con- 
sisting of two connecting reservoirs, 
one for domestic supply and one for 
public fire protection. The mains and 
laterals are located for the greater part 
in the public streets as laid out by re- 
spondent. In 1926 the borough of 
Mt. Gretna was incorporated with 
municipal limits coextensive with 
those of the Chautauqua grounds. 


The borough has legally adopted as 
public highways the streets originally 
laid out by respondent, and has grant- 
ed franchises to an electric company 
and a telephone company to occupy 
these streets. (See Municipal Contract 
Docket Nos. 4103 and 4169). 

Respondent in this case contends 
that it is not subject to the jurisdiction 
of the Commission because it is a cor- 
poration of the first class, and that 
the water service which it furnishes, 
being limited to its own lot vendees 
within the borough, is not a public 
service and hence it is not amenable 
to the Public Service Company Law 
and the rulings of the Public Service 
Commission. 

[1] The corporate purpose of a 
company is not determinative of its 
character as a public service company. 
The test of its status as a public utility 
is the service which it actually per- 
forms. Ewing v. Pennsylvania Chau- 
tauqua, 9 Pa. P. S. C. 60, P.U.R. 
1928C, 377; Terminal Taxicab Co. v. 
Kutz, 241 U. S. 252, 60 L. ed. 984, 
P.U.R.1916D, 972, 36 Sup. Ct. Rep. 
583, Ann. Cas. 1916D, 765. 

[2] It appears that respondent is 
serving residents of the borough of 
Mt. Gretna at uniform rates and sub- 
ject to uniform rules and regulations. 
There is no evidence to show that this 
business has not been operated on a 
profitable basis and the returns used 
in furtherance of respondent’s cor- 
porate purposes. It is the only com- 
pany performing a like service within 
the borough. Its facilities occupy the 
public streets of the borough and it 
conducts itself in all respects as an 
ordinary water company chartered for 
the purpose of supplying water to the 
public. In the past it has availed it- 
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self of the Act of April 22, 1905, P. L. 
260, in order to obtain a source of 
water supply. The provisions of this 
act are applicable only to those com- 
panies who are engaged or intend to 
engage in the business of public water 
supply. It thus affirmatively appears 
that as early as 1914 it assumed that 
it was supplying water to the public. 
Its subsequent acts do not negative this 
assumption. It would be an anoma- 
lous situation if this respondent could 
claim immunity from regulation and 
by virtue of its monopoly and its su- 
perior footing subject consumers to 
unreasonable practices and discrim- 
inations. The Commission is con- 
strained to find that respondent is, in 
point of fact, a water company en- 
gaged in public service subject to the 
provisions of the Public Service Com- 
pany Law and the reasonable regula- 
tions of this Commission. 

[3] Whether or not the complain- 
ants are in fact owners of the cottages 
in which service is desired, is not ma- 
terial. They have received service 
from respondent and it is bound to 


continue such where the legal rates 
have been paid and no reasonable rules 
of the company have been violated. 
The alleged restriction in the deed 
does not negative the right of these 
complainants to receive water. A pub- 
lic service corporation cannot by the 
device of entering into a contract with 
its consumers prevent the exercise of 
the state’s control or withdraw itself 
from that control while so engaged. 

From a consideration of the record 
before us, the Commission is of opin- 
ion and finds that the action of re- 
spondent in discontinuing water serv- 
ice to complainants and refusing to 
restore the same until the bill of 
$34.50 to cover an assessment for the 
upkeep of the Chautauqua grounds is 
paid, is unlawful; therefore, 

Now, to wit, March 24, 1931, it is 
ordered: That the complaint be and 
is hereby sustained and that The 
Pennsylvania Chautauqua, respondent, 
forthwith restore water service to the 
lot and cottage of complainants in the 
borough of Mt, Gretna, Lebanon 
county. 





LOUISIANA PUBLIC SERVICE COMMISSION 


Louisiana Public Service Commission 


Louisiana Public Utilities Company 


[No. 1601, Order No. 815.] 


Commissions — Recusation — Prejudice of member — Fair hearing. 
1. A motion, by a utility ordered to show cause why its rates shall not 
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LOUISIANA PUB. SERV. COM. v. LOUISIANA PUB. UTILITIES CO. 


be adjusted, for the recusation of a sitting Commissioner on ground that, 
by reason of certain public utterances prior to the hearing, he had shown 
himself prejudiced, was overruled by the full Commission, since the mo- 
tives of such a legislative body may not be inquired into, because its acts 
stand or fall according to their inherent reasonableness, p. 172. 


Rates — Procedure — Opportunity to procure evidence. 
2. A utility which, in reply to an order to show cause why its rates should 
not be adjusted, claims that it has not earned a fair return on its invest- 
ment will not be heard to urge in the same proceeding that it should be 
given time, before its rates are changed, to procure data upon which rea- 
sonable rates might be estimated, p. 172. 


Rates — Procedure — Time limit for production of evidence of value. 
3. A motion of a utility, ordered to show cause why its rates should not 
be adjusted, that it be given sufficient time to procure data upon which 
reasonable rates might be computed, was overruled where the utility had 
seventeen days before the hearing to obtain such information and where, 
if it had kept its records as prescribed by law, it should have had some 
such information available, p. 172. 


Rates — Evidence — Judicial notice by Commission — Price trends. 
4. The Commission will take judicial notice of the decline of commodity 
and manufacturing costs, entering into the production and distribution of 
manufactured gas, as of the time of a proceeding to fix reasonable rates 
for such service, p. 173. 


Rates — Basis for fixing — Failure of utility to submit evidence. 
5. The Commission determined reasonable rates for a gas utility as best 
it could from its own knowledge of the gas industry as a whole in the 
state, where the utility refused to aid the Commission with necessary in- 
formation which it possessed, p. 173. 


[February 23, 1931.] 


C ITATION by the Public Service Commission on its own mo- 
tion directing a gas utility to show cause why its rates 
should not be revised; rates adjusted. 


* 


By the Commission: By citation tion of gas in the city of Lafayette, 
dated January 30, 1931, the Louisiana Louisiana. 
Public Utilities Company was direct- In due course, by resolution of,.the 
ed to appear before the Commission, Commission, Dudley J. LeBlanc, com- 
or such member thereof as might be missioner, was authorized and direct- 
delegated to hear and report on this ed to hear the case and to report there- 
proceeding, at Lafayette, Louisiana, on with his findings and recommenda- 
on February 17, 1931, to show cause tions. These findings and recommien- 
why an order should not be entered dations are reflected in this order. 





by the Commission fixing and pre- 
scribing just and reasonable rates 
and rules for the sale and distribu- 


The respondent appeared at the 
hearing and through its counsel filed 
two preliminary motions. 


P.U.R.1931C. 171 








LOUISIANA PUBLIC SERVICE COMMISSION 


[1] The first calls for the recusa- 
tion of the presiding commissioner on 
the ground that he had, through pub- 
lic statements in the press prior to the 
hearing of the case, “prejudiced this 
cause, and cannot afford mover the 
fair and impartial hearing that is 
guaranteed to it by the Constitution 
of the United States and the laws of 
the state of Louisiana.” 

The motion to recuse was overruled 
and the presiding commissioner has 
placed of record his reasons therefor. 

A proceeding of this character is 
largely investigative. The findings 
and orders of the Commission, if er- 
roneous, are subject to review and re- 
versal by the courts. The Commis- 
sion is a legislative body and the juris- 
prudence seems to be practically uni- 
form in holding that motives of legis- 
lative bodies may not be inquired into. 
Their acts stand or fall upon their 
inherent reasonableness or _ unrea- 
sonableness. If such acts abridge 
constitutional rights they will be 
voided. 

We affirm the ruling of the presid- 
ing Commissioner on the motion to 
recuse. 

[2, 3] In the second motion the re- 
spondent alleges that it has not been 
accorded a sufficient time within which 
to properly prepare its defense and 
asks for an extension of time “within 
which to complete its appraisal of its 
property and of its investment.” 

In the same motion the respondent 
avers that it has been operating as a 
gas utility in Lafayette for a period 
of four years and that during none of 
the said period, taken separately or in 
the aggregate, after deducting cost of 
production or manufacture of its gas, 
cost of distribution, maintenance, and 


other lawful charges and operating 
expenses, has it earned a fair return 
on its investment used and useful in 
rendering service to the public. In 
connection with this motion the re- 
spondent declared that it was unable, 
on the date of hearing, to submit any 
figures whatever as to the value of the 
property, investment, revenues, ex- 
penses, and rate of return. 

An appraisal is helpful in determin- 
ing a fair rate base for a public util- 


ity, but it is not sacramental, for the. 


fair value of the property devoted to 
the public use at the time of the inves- 
tigation is by no means the only factor 
to be given consideration in a rate 
case. Especially is this true in this 
case. The gas manufacturing and pro- 
ducing plant at Lafayette, according 
to respondent’s own plea, has come 
into its possession at a comparatively 
recent date. It will be assumed that 
before acquiring the property the re- 
spondent made some investigation into 
and survey of the property. The orig- 
inal investment in the property is 
bound to be within the knowledge of 
the respondent. The rules of the Com- 
mission prescribe a uniform system 
of accounts for utilities such as is 
dealt with here, and the company’s 
books, if kept in accordance with the 
prescribed form, will readily show the 
annual results. 

The motion and the declarations 
made with respect to it are incon- 
sistent. If the respondent can fairly 
urge that at no time since it has owned 
the property in question has it ever 
earned a fair return on its investment 
devoted to the public use, then it fol- 
lows that figures to support this allega- 
tion are in its possession and could 
have been produced at the hearing and 
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thus aided in the disposition of this 


matter. 
Certainly in the period of seventeen 
days elapsing between the issuance of 


- the citation and the return day thereof 


it was within the power of the. re- 
spondent to prepare and submit some 
figures bearing on its operations in 
Lafayette. 

The conclusion of the presiding 
Commissioner that the motion was, in 
part, at least, filed in an effort to “play 
for time” seems to be well-founded, 
and his ruling in denying the motion 
is affirmed. 

Ratepayers may not be required to 
suffer the imposition of unduly high 
charges at the hands of a public util- 
ity pending the long and tedious 
process of preparing a detailed inven- 
tory and appraisal of property devoted 
to the public use, particularly under 
the conditions above set forth. 

[4] It is a matter of common 
knowledge, of which the Commission 
will take judicial cognizance, that 
commodity and manufacturing costs 
entering into the production and dis- 
tribution of manufactured gas have 
experienced material declines within 
the past eighteen months. 

Emergency conditions which justi- 
fied regulatory bodies in authorizing 
increased charges for public utilities 
during the war and post-war period 
with but little if any investigation, be- 
cause the conditions requiring such 
action were well known to all, are 
equally potent now in justifying 
similar action for the protection 
of the public in a time of declining 
costs. 

Under modern conditions gas in a 
large urban community is not even in 
a remote degree a luxury. It is an 


essential commodity and the rights of 
gas purchasers may be as effectively 
confiscated through the imposition of 
unreasonably high charges therefor as 
may be the property and rights of the 
utility through the imposition of un- 
duly low rates. 

[5] In the present state of this 
record, due to the refusal of the re- 
spondent to make available to us on 
the hearing figures and information in 
its possession helpful in disposing of 
this case we must take the case as we 
find it and decide it on the basis of our 
general knowledge surrounding the 
manufactured gas industry in’ this 
state as a whole, reserving to the re- 
spondent the right to apply to this 
Commission for such modification 
hereof as it may deem necessary after 
the completion of its inventory and 
appraisal. 

Accordingly, it is 

Ordered that the following rates 
shall be charged by the respondent 
Louisiana Public Utilities Company, 
Inc., for manufactured gas distribu- 
tion by it in and adjacent to the city 
of Lafayette, Louisiana: 

Domestic Rates 

For the first 3,000 cubic feet—$1.25 per 
thousand cubic feet. 

For the next 5,000 cubic feet—$1.15 per 
thousand cubic feet. 

For the next 10,000 cubic feet—$1 per, 
thousand cubic feet. 


In excess of 18,000 cubic feet—90¢ per 
thousand cubic feet. 


Commercial Rates 

For the first 10,000 cubic feet—$1 per 
thousand cubic feet. 

In excess of 10,000 cubic feet—90¢ per 
thousand cubic feet. 

It is further 

Ordered that the right shall be and 
it is hereby reserved to Louisiana Pub- 
lic Utilities Company, Inc., to apply 
to the Commission for a modification 
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of this order, if it shall deem such 
course necessary, upon the completion 
and filing of an inventory and ap- 
praisal of its property in the city of 


Lafayette, Louisiana, used and useful 
in the manufacture and distribution 
of gas in said city of Lafayette, 
Louisiana. 
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Leo Joseph Allard 


Standard ‘Tesi Company 


[No. T-1, Order No. 1952.] 


Certificates — Transfer — Effect of mortgage. 
1. The mortgage of a taxicab by the operator thereof does not have the 
effect of transferring to the mortgagee any title or right in the certificate 
of convenience and necessity under which the mortgagor operates, as such 
certificate can be transferred only in the manner specifically provided for 
by statute, p. 176. 

Motor carriers — Commission authority — Mortgaged taxicab. 


2. The Commission has no authority to determine the right of a mort- 
gagee as against the mortgagor of a taxicab, who has transferred his cer- 
tificate to a third party with the approval of the Commission, p. 176. 


[December 10, 1930.] 
eee by an individual against a taxicab company asking 
that the Commission revoke the transfer of a certain cer- 
tificate of convenience and necessity to said company; denied. 
¥ 


APPEARANCES: Fred Israel, for Elisee Benjamin, doing business as 





petitioner; Standard Taxi Company, 
Joseph Ayotte, President, for re- 
spondent. 


By the Commission: On October 
10th, A. D. 1930, Leo Joseph Allard 
of Woonsocket, filed a petition with 
the Commission, directed against 
Standard Taxi Company, Inc., seek- 
ing that the Commission declare in- 
valid the transfer of Certificate No. 
43 for taxicab operation, issued to 


the Reliable Taxi, within the city of 
Woonsocket territory, to the Stand- 
ard Taxi Company, Inc., or make 
any other finding respecting the 
petitioner’s rights that might be 
required. 

The legal name of the respondent 
is Standard Taxi Company, and not 
Standard Taxi Company, Inc., as 
stated in the petition, and the petition 
has been treated as amended in that 
respect. 
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ALLARD v. STANDARD TAXI COMPANY 


Hearing was had on October 22nd, 
A. D. 1930, at which the following 
facts were established. 

Elisee Benjamin of Woonsocket 
was granted Certificate No. 43 for 
taxicab operation within the territory 
of Woonsocket on May 29th, A. D. 
1930. 

Benjamin, on September 30th, A. 
D. 1930, filed a petition for approval 
of the transfer of said certificate of 
convenience and necessity for taxicab 
operation to the Standard Taxi Com- 
pany, Joseph Ayotte, president, and 
on the same date the petition was 
granted, and the transfer approved, 
and it was ordered that a certified 
copy of said petition and the approval 
thereof be attached to said Certificate 
No. 43. 

On October 10th, A. D. 1930, Leo 
Joseph Allard of Woonsocket filed 
with the Commission a complaint 
against the Standard Taxi Company, 
Inc., setting forth that— 

“Your petitioner was on June 19, 
1930, the mortgagee and legal owner 
by virtue of a mortgage deed of per- 
sonal property recorded in Book No. 
19, pages 298-299 of the records of 
personal property mortgages in the 
city of Woonsocket of one Graham 
Paige sedan, Serial No. 886753, year 
1930, taxicab, also all the stock and 
good will of the Reliable Taxi, located 
in said city of Woonsocket. The said 
Graham Paige sedan, on the afore- 
said date and prior thereto and since 
that time to September 30, 1930, was 
used as a taxicab in the business of 
the Reliable Taxi Company in Woon- 
socket under Certificate No. 43 for 
taxicab operation issued to Elisee Ben- 
jamin of Woonsocket on May 29, 
1930. 


“Elisee Benjamin of Woonsocket 
was and is the mortgagor or equitable 
owner of the aforementioned security 
conditioned on the payment of $960 
to your petitioner on demand. Your 
petitioner operated the business of the 
said Reliable Taxi Company of Woon- 
socket under Certificate No. 43 from 
June 19, 1930, until September 30, 
1930, in protection of the security giv- 
en him by Elisee Benjamin of Woon- 
socket and in furtherance of the ar- 
rangement that the said Elisee Benja- 
min pay back to your petitioner the 
sum of $960 on demand. 

“The said Leo Joseph Allard was in 
sole possession and operation of the 
said Reliable Taxi Company from 
May 29, 1930, to September 30, 1930. 
The said Standard Taxi Company, 
Inc., through its manager, Joseph 
Ayotte, of Woonsocket, Rhode Island, 
secured a transfer of Certificate No. 
43 from Elisee Benjamin on Septem- 
ber 30, 1930, with full knowledge of 
the rights and interest of the said Leo 
Joseph Allard in the Reliable Taxi 
business of Woonsocket. The said 
Standard Taxi Company, Inc., has re- 
peatedly refused since the date of 
transfer, September 30, 1930, to pur- 
chase or acquire legal title to the taxi- 
cabs and business of the said Reliable 
Taxi Company, operating under the 
said certificate. 

“Your petitioner contends that the 
Standard Taxi Company, Inc., of the 
city of Woonsocket with full knowl- 
edge of the interest of the said Leo 
Joseph Allard in the said business did 
not intend to purchase the taxicabs 
and business of the said Reliable Taxi 
Company as required under the regu- 
lation of the Public Utilities Commis- 
sion under the transfer of Certificate 
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No. 43 to the said Standard Taxi 
Company, Inc.” 

Section 9 of Chap. 1552 of An Act 
Concerning the Operation of Motor 
Vehicles as Taxicabs provides as fol- 
lows: 

“On and after July 1, 1930, no taxi- 
cab subject to the provisions of § 3 
of this act shall be operated except by 
the owner or an employee of the own- 
er and it shall be unlawful for the 
owner of any such taxicab to enter 
into any contract, agreement, arrange- 
ment, or understanding, express or 
implied, with an operator thereof, by 
the terms of which such operator pays 
to or for the account of such owner a 
fixed or determinable sum for the use 
of such taxicab and is entitled to all 
or a portion of the proceeds of such 
operation.” 

Petitioner admits in his petition 
that he was in sole possession and op- 
eration of the Reliable Taxi Company 
from May 29, A. D. 1930, the date of 
the Benjamin Certificate No. 43, to 
September 30, A. D. 1930, and such 
conduct was clearly in violation of 
the section of the statute above 
quoted. 

Petitioner could acquire the certifi- 
cate of Benjamin by no other method 
than that provided in § 3 of said 
Chap. 1552, viz:—Section 3. “No 
certificate shall be sold or transferred 
until the Commission, upon written 
application setting forth the purpose, 
terms, and conditions of such sale or 
transfer, shall after investigation, ap- 
prove the same.” 

The mortgage from Benjamin to 
complainant was executed on June 18, 
A. D. 1930, and recorded June 19, 





RHODE ISLAND PUBLIC UTILITIES COMMISSION 


A. D. 1930, and covered property de- 
scribed as “consisting of one (1) 
Graham Paige sedan, Serial No. 886, 
753, Year 1930, Taxicab; also all 
stock and good will of the Reliable 
Taxi located in said city of Woon- 
socket.”’ 

[1] Weare of the opinion that said 
mortgage did not operate to transfer 
any title or rights to said Certificate 
No. 43, and that said certificate could 
only be transferred in the manner 
specifically provided for by statute. 

The Standard Taxi Company pro- 
ceeded in the manner required by law 
to secure the rights of Benjamin in 
Certificate No. 43, and the Commis- 
sion, after investigation has approved 
the transfer thereof. 

[2] It has been impossible for 
Standard Taxi Company to acquire 
from Benjamin the ownership of the 
taxicab or taxicabs authorized in said 
certificate, Benjamin having previous- 
ly parted with title thereto by reason 
of the mortgage above referred to. 

Petitioner has requested that the 
Commission declare the transfer of 
Certificate No. 43 to the Standard 
Taxi Company, invalid, or make 
any other finding respecting the 
petitioner’s rights that may be re- 
quired. 

It is not within the province of the 
Commission to determine the rights 
of the petitioner as against Benjamin, 
the sole question before the Commis- 
sion is whether it should revise its ac- 
tion with reference to the approval of 
the transfer from Benjamin to the 
Standard Taxi Company, and the evi- 
dence as presented does not incline it 
so to do. 
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The Agawam Electric Co. 

Greenfield Electric Light & 
Power Co. 

Lee Electric Company 

Ludlow Electric Light Co. 

Pittsfield Electric Co. 

Turners Falls Power & Elec- 
tric Co. 

United Electric Light Co. 

Western Counties Electric Co. 
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STABILITY 


Throughout Western Massachusetts Companies’ his- 
tory stability has been the keynote of operations and 
construction. Dependable service at low rates is pro- 
vided for the customers. New construction is planned 
in accordance with the growing needs of the commu- 
nities served. Continuous employment at fair wages 
is offered to employees regardless of general business 
conditions. Continuous effort is placed upon stabil- 
izing the load, to the end that kilowatt-hour output 
and revenue may be as constant as possible. 


Western Massachusetts Companies 
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“ P. U. R. Question Sheet Plan 
Examinations 
Reports AN EDUCATIONAL OPPORTU- 
Valuations NITY for public utility men. A fort- 
Public Utility i ag ‘i . 
Management nightly quiz of ten questions and an- 
2 swers on practical financial and operat- 
NEW YORK PHILADELPHIA cHICAGO ing questions discussed and decided by 
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gations of public utility companies. 


$25.00 a year for the Public Utilities Fort- 





nightly with Question Sheets and answers. 
$10.00 a year for Question Sheets and an- 


E. a P HILLIPS & Co. swers alone. (This subscription is for those 


who have access to the Public Utilities Fort- 
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Earll Catchers and Retrievers 





ETRIEVERS and Catchers which re- 
tain their efficiency and operate as 
effectively when ten or fifteen years ry 


when new are the ones you want. 


Catchers and Retrievers do this and they 
are easiest to operate and maintain. 
the users—there are many of them. 


C. I. EARLL, YORK, PA. 


CANADIAN AGENTS 


Railway & Power Engineering Corp., Ltd., Toronto, Ont. 


IN ALL OTHER FOREIGN COUNTRIES 
International General Electric Co., Schenectady, New York 
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Cast Iron Pipe and 


Fittings for all purposes 


Write for handbook 
of deLavaud Pipe 
which gives complete 
information _regard- 
ing this stronger cast 
iron pipe of greater 
carrying capacity. 





Public Utility Companies throughout 
the United States are finding U. S. 
Pipe ideal for high and low pressures 
in gas and water service. 
formation on request. 


Complete in- 


United States Pipe 


and Foundry Co., Burlington, New Jersey 
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IN ONE VOLUME 


By 


ELLSWORTH NICHOLS 
(Associate Editor of Public Utilities Reports) 
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existing authorities, the question of DISCRIMINA- 
TION, both in service and rates. 


only 
DISCRIMINATION. Invaluable to utility executives, 
managers, superintendents and those having direct con- 
tact with the public. 


(Order your copy now) 
Public Utilities Reports, Inc. 
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for industrial location 


electric system transmits power from mod- 
ern steam and electric plants whose aggre- 
gate capacity is 1,475,000 horse-power. 


O-DAY the struggle for low cost produc- 

tion makes economic geography a vital 
concern of industry. Business is seeking lo- 
cations near the source of raw material with 
the ideal combination of a desirable labor 
supply, adequate power and transportation 
facilities, where operations may be conducted 
free from burdensome legislation. 


American Gas and Electric Company sub- 
sidiaries serve over 800 communities in the 
states of Indiana, Kentucky, Michigan, New 
Jersey, Ohio, Pennsylvania, Tennessee, Vir- 
ginia and West Virginia. An interconnected 


It is probable that somewhere in the vast 
system you will find the ideal location for 
your business. If you are considering mov- 
ing your plant or establishing a new division 
of your business in a location which will 
more nearly meet all your requirements, get 
in touch with our industrial agent. He can 
give you full information as to the condi- 
tions in each community. 


AMERICAN GAS AND ELECTRIC COMPANY 


An industrial bureau is maintained 


at 30 Church Street, New York, to 
assist manufacturers desirous of lo- 
cating in the territory. Your re- 
quests for confidential reports should 
be addressed to the Commercial De- 
partment, 
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a new DISTRIBUTION TRANSFORMER 


_ for service on lines having 
severe transient voltage conditions 





The new Type SB (demountable stud bushing) 
Allis-Chalmers distribution transformers have low- 
ered both the time and the cost of connecting up 
new transformers and of replacing bushings and 
leads in case of failure. 


Prior to the introduction of the demountable stud 
bushing it was necessary to a f. 

from its installed location and take it to a central 
repair shop to install a new bushing or a new lead. 
The demountable bushing eliminates this necessity 
as it can be quickly installed in the field without 
moving the transformer from its pole or platform. 
Demountable stud bushings and the cable paper 
insulated windings, treated by an impregnating 
process giving improved dielectric characteristics to 
the transformer are two of the electrical and me- 
chanical details of the new line of Allis-Chalmers 











Type SB Transformer showing de- Feta Fs js “ 
mountable stud bushings with integral distribution transformers described in Catalog 147. 


solderless connectors. Send for your copy todey. 


LLIS-CHALMERS MANUFACTURING(O. 


MILWAUKEE, WIS. U.S.A. 
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MASSACHUSETTS ELECTRIC MANUFACTURING Co. 
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PHILADELPHIA ... 
Spender and Buyer! 


About one-half of the spending 
income of the country is earned on 
the Atlantic Coast between Maine 
and Florida . . . and Philadelphia is 
within thirty-eight miles of the geo- 
graphical centre of this income! 
Truck, rail, and water transporta- 
tion offer ideal distribution to re- 
tailers in this area, serving a tre- 
mendous population with an enor- 
mous spending power. 

Some of the country’s manufac- 
turing industries are located within 
this Philadelphia area . . . . loco- 
motives, street cars, ice cream, 
hosiery, carpets, textiles, magazines, 


radios, chemicals . . . . all buyers 
of skilled and unskilled labor, ma- 
terials, locations, buildings. Not 
only are great industries important 
buyers, but they insure spending as 
well, 

Spending and buying are the 
cornerstones of a city’s industrial 
success . . . . especially when its 
industries are assured a reliable, 
economical, and efficient electric 
power supply. Philadelphia Electric 
service .. . untiring, faithful, avail- 
able always, at any hour of the day 
and night, year in and year out 

. - - underwrites this promise— 
Men Power to Philadelphia! 


PHILADELPHIA ELECTRIC COMPANY 


A Pioneer in Voluntarily Establishing Low Rates for All Electric Service 
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HE only magazine devoted exclusively to the prob- 
lems incidental to the regulation of public service 
corporations; conducted as an open forum for the 
frank discussion of both sides of the controversies 
over the economic, legal, political and financial as- 
pects of present-day trends in the control of these 
companies by the state and Federal commissions. 
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SHARING PROFITS 





WITH THE CONSUMER 


ead 





By the terms of an agreement entered into 
between the Public Utilities Commission and 
the Potomac Electric Power Company which 
was decreed by the Supreme Court of the 
District of Columbia on December 31, 1924, 
all consumers of electricity in Washington 
and nearby Maryland virtually became share- 
holders in the resulting prosperity of the Com- 
pany. This Agreement and Decree provides 
a profit-sharing instrumentality advantageous 
to the public and Company alike. It affords 
a practical and convenient method for the 
prompt readjustment of rates as conditions 


other than lighting in the home brings about a 
further reduction to a rate of only 2.le per 
kwh. after the first ten kilowatt hours’ month- 
ly consumption. Other schedules have been 
correspondingly reduced. 


Washington is a city of beautiful Govern- 
ment and private buildings, wonderful parks, 
national shrines and splendid homes. Large 
industrial development, with its corresponding 
increased electrical load, is not among the di- 
rect possibilities of the future in the city of 
Washington proper. Through the partnership 
plan now existing between 





change from time to time, 





thereby avoiding the ex- 


the consumer, the public 


TABLE OF se 

pense, delays and annoy- authorities and the Com- 
ances of tedious valuation RATE REDUCTIONS pany, our unusual rate 
rate hearings and court 1924 10c ‘per kwh. structure is singularly ben- 
proceedings. = os eficial to the householder, 
1925 . . . 7.3¢ the merchant, shopkeeper, 
During the seven years Ss. te * small manufacturer, the 
in which this profit-sharing 1927... 6250" ” Federal and “Rogeys Gov- 
plan has been in effect, ernments. That it is suc- 
substantial yearly savings Se sa: oe cessful is reflected in the 
have been passed on to 1929 520” ” results attained and the 
our customers in reduced friendly attitude of the 

Bee gen consumers of electricity. 


cost of their electricity. In 
1924 the primary house- 
hold 
Washington was 10c per 
kwh. Today it is only 
4.2c per kwh., a reduction 


rate in 


lighting 


of 58%. Our auxiliary 
schedule for electric cur- 
rent for any purpose 


1931 


4.2c 


per kwh. 


We shall be pleased to 
send you upon request, 
literature concerning the 
Consent decree which has 
placed this Company on 
a profit sharing basis with 
its customers and which 
has received nation-wide 
commendation. 




















POTOMAC ELECTRIC POWER Co. 


WASHINGTON, D. C. 
William F. Ham, President 





“MATCHLESS SERVICE” 
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E EXTEND the 
facilities of our 
organization to those de- 
siring information or re- 
ports on companies with 
which we. are identified. 


Electric Bond and Share 
Company 


2 Rector Street New York 
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History Shows No Conflict of Interest 
Between Our Stockholders 
and Our Customers 





HE dividend rate has been increased from 7% in 1901 to 11% in 1930. 

Within this period of thirty years there have been fourteen distributions of 
“rights,” varying in value from $14.00 to $46.00 per share. 

In addition, stockholders have been given from time to time valuable subscrip- 
tion “rights” for new issues of Connecticut Power Company common stock, the 
Hartford Electric Light Company being holder of a large block of the common 
stock of the Connecticut Power Company. The value of these “rights” has ranged 


from 25c to $7.65 a share. 


CUSTOMER DIVIDEND 


There have been six Customer Dividends, the last three carrying an extra dividend 
stockholders. 

1925 Customer dividend of 50% on October bill. 

1926 Customer dividend of 60% on October bill. 

1927 Customer dividend of 40% on October bill. 

1928 Customer dividend of 60% on October bill and extra dividend to stockholder of 


12%c per share. 
1929 Customer dividend of 60% on October bill and extra dividend to stockholder of 


13%c per share. 
1930 Customer dividend of 40% on October bill and extra dividend to stockholder of 


91%4c per share. 


- 


oO 


DOMESTIC RATES 


The domestic rate has been greatly reduced as follows: 

1901—20c per kilowatt-hour. 

1910—10c per kilowatt-hour. 

1929—3c and 1%4c per kilowatt-hour plus a fixed charge of 15c per month per 100 sq. ft. of 
floor area. 

1930—Same schedule as above in effect. Also a reduction in the Partial Use Schedule to 4c 
for the first two kilowatt-hours per 100 sq. ft. of floor area and 3c for all excess, with 
a fixed charge of 8c per 100 sq. ft. of floor area per month. 





The Hartford Electric Light Co. 


HARTFORD, CONN. 
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“Serve the Public 
YF ELL, and TRULY” 


said a utility company executive recently. 
























This means: 


Supplying of service technically as good as the most ad- 
vanced standards of the electrical art and our financial 
and human resources can compass; 





Operating so efficiently and intelligently that we may be 
able by improved methods and increased sales to re- 
duce unit costs and consequently from time to time 
lower prices; 

Conforming our policies and practices to the changing 
needs of our customers as such needs develop; 

Keeping in mind always the social as well as the eco- 
nomic aspects of electricity supply; 

Planning and carrying on our business so that we earn, 
deserve and obtain not alone the respect of the public 
for our companies as businesses, but also the public’s 
good will toward us as servants intrusted with a 
vital job. 


This is the ideal toward which all business should 
strive. It is the ideal toward which the electric 
light and power industry is striving. 





NATIONAL ELECTRIC LIGHT ASSOCIATION 


420 Lexington Avenue New York City 
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OPERATING STATISTICS—1930 
NIAGARA HUDSON POWER CORPORATION 
as published in the Annual Report to Stockholders 
Electrical Production 

SOURCE 1930 1929 ©% CHANGE 
kw-hr. kw-hr. 
Generated by Hydro....:......... 5,037,336,472 5,195,711,055 -: 305 
Generated by Steam.............. 725,029,900 1,026,870,852 — 29.39 
Purchased from Outside Sources.... 1,129,950,326 1,032,593,219 + 9.43 
Total Generated and Purchased.. 6,892,316,698 7,255,175,126 — 5.00 
Electric Sales 
CLASS OF SERVICE 1930 1929 ©, CHANGE 
kw-hr. kw-hre. 
SSE POE SPE CD 330,212,374 301,025,323 + 9.70 
Cee RE RR Si Be el eR 15,272,211 11,304,218 +35.10 
BR enc heey Lar 469,790,127 458,882,481 + 2.38 
ne CT CP IPO Te 4,408, 309,234 4,802,468,512 - 8.21 
RS Siig arin ais idroch'g- «hah o-e poate 908,095,299 943,221,059 — 3.72 
Total Electric Sales....... ..... 6,131,679,245 6,516,901,593 - 5.91 
Gas Sales 
CLASS OF SERVICE 1930 1929 % CHANGE 
cu. fr, cu. fr. : 
NSE OA OREO 6,144,594,900 5,706,014, 300 + 7.69 
Ns 25 Io oa avid os 6 1,399,281,300 1,508,281,300 - 7.23 
I ee nce ised thw esrgipodn ations 1,032,473,000 1,067,534,200 - 3.28 
BEES, San OSS erwin ake aap akon 30,306,900 26,062,700 +16.28 
CS ero ere 8,606,656, 100 8, 307,892,500 + 3.60 
Electric Generating Facilities 
STATIONS NUMBER INSTALLED 
CAPACITY 
I sires Suns Vp social anise tosh esp caer ee 93 1,041,000 kw. 
NIE cos oi eo. See ood ew a ERS 6 529,000 kw. 
I at eh Reds Se BAN eae | by te oe ae al 99 1,570,000 kw. 


*Includes 5 plants with total capacity 50,000 kilowatts operated under lease. 


Gas Manufacturing Facilities 
Daily Rated Capacity 
MCF 


PE Soon. y dh ashe sy Cantos en arateame hectares 40,300 
General 
1930 1929 ©% CHANGE 
Population franchise areas........ 2,750,207 by ares 
Electric Customers... ...2.2500655+ 648,679 635,031 + 2.15 
RMD, Oc s.. secs as Osseo 243,682 242,685 + 0.11 
eee ee Teer re 88,437 70,400 +26.42 


System Peak — 1930 
January 9, at 3:00 P.M., in excess of 1,090,000 kilowatts 
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NIAGARA \aag/ HUDSON 
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ELECTRIC 
HOISTS 


The Wright Manufacturing 
Company, Bridgeport, Conn., 
has issued a new catalog on 
Wright Electric Hoists. The 
catalog contains forty-eight 
pages and gives a complete 
description of Wright Electric 
Hoists as well as dimensions and 
other useful data. The hoists 
include hook and bolt suspen- 
sion; plain, geared and motor 
driven trolleys; and drum and 
low headroom types. 

















“Variable Load Brakes” 
give uniform braking with varying load. 
Modern Brakes for modern cars. 


Westinghouse Traction Brake Co. 
Wilmerding, 


, Pa 








NAUGLE POLES 
Western and Northern Cedar 
Butt-treated or Plain 
NAUGLE POLE & TIE CO. 

59 East Madison Street Chicago, IIL. 








Manufacturers of 
CLAMSHELL BUCKETS 


STANDARD BN RO WunS 
TRANSMISSION T 
STEEL FORMS FOR CONCRETING 
STEAM PURIFIERS 
STEEL GRATING 


maw a OX COMPANY 
Pittsburgh, 









































Farmers’ Bank Bldg. Pa. 
se es 
Power Plant Piping 
Manufacturers and Contractors 
Pittsburgh Piping & Equipment Co. 
Pittsburgh, Pa. 
INDEX TO ADVERTISERS 

Aldred & Co.._.......(Inside front cover) Il Halsey, Stuart & Co., Inc... sil XIll 
Allied Engineers, ees anes XVII Hartford Electric Light a [ee XXV 
Allis-Chalmers Manufacturing ta xx 
American Gas and Electric Company... XIX Massachusetts Electric Manufacturing Co. XX 
Babcock & Wilcox Comp » The Vv 
Beeler Organization, The > na XVII Hs ena eee Se Aan ——— a 
Black & Veatch, Consulting Engineers. XVIE a. ole & Ti it eeaemmmcmancamaiaenss Xxvill 
Blaw-Knox_ Co, xxvii Naugte 9 CO 

Niagara Hudson Power Corp. nee ca xxvil 
Byllesby Engineering & a >. srvesees 

(Outside back cover) Philadelphia, Electric & i xa 
Ch , Edward J., Consulting Engineer... XVII __—~Phillips 0., E. ngineers 
Collier, ine, Sue @ . . Pittsburgh Piping & Squipment Con, The XXVIII 
yo F “back” « cover) XXXI Potomac Electric Power Co... Xxill 

Combustion Engineering Corp... ee XI 

Sanderson & Porter, Engineers _..____ xvil 
Day & Zimmerman, Inc., Engineers XVI Sangamo Electric ee Se Wi 
Doherty & Co., Henry L...___ 1X 

Union Metal Mfg. Co., The — XIV 
Earll, C. I. XVIII United States Pipe and Foundry Co. xVIll 
Electric Bond and Share Company_____ XXIV Utilities Power & Light Corp. wee XXIX 
Fairchild Aerial Surveys, Inc. ee XVII Western Massachusetts ate a Sal aes Xv 
aac whe XXX Westinghouse Traction Brake Co... XXVIII 


Trailer Co... STS a 


Fruehauf 





une 








fl 











Public Utilities Fortnightly 





























THE BENEFITS OF 
GROUP MANAGEMENT 


An excellent example of the tremendous benefits cus- 
tomers and investors alike have received from the 
present-day public utility holding company is illustrated 
by a few facts taken from the recent history of the 
Utilities Power & Light Corporation. 


Under one unified management is grouped an inter- 
national system of public utility properties which serve 
more than 650,000 customers in more than 1100 com- 
munities in the United States, Canada and Great Britain. 


The Corporation makes available to its subsidiary units 
the management and operating advice of the best ex- 
perts available,—facilities that they individually could 
not afford. When new‘capital is needed for equipment 
and construction, the entire credit of the Corporation 
is available for securing it. That alone makes the holding 
company of paramount importance. 


Of even greater importance, is the undeniable advan- 
tages reaped by the customers. Unified management 
has meant far better service for them and,—in practically 
every case,—at considerably lower rates. 


You are invited to write to the Corporation direct for any 
information on any of its activities, operations or securities. 


POWER & LIGHT SYSTEM 


UTILITIES POWER & LIGHT 
CORPORATION 


327 South La Salle Street 120 Broadway 
CHICAGO NEW YORK 
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ON HAULAGE COSTS. 


OULDN’T you like to move up the profit 

line of your business in spite of circum- 
stances ond gence business conditions? 
Wouldn’t you like to reduce overhead and effect 
big savings without cutting wages? 
There is a way. Examine your haulage costs. 
If you are using straight motor trucks, you can 
cut your hauling expense at least a third— 
probably a half—by changing over to Fruehauf 
Trailers. 
Obviously every penny you save on hauling 
costs is net profit. But, you say, how about the 
cost ofall this new equipment? Again you save 
money. Because a Frachauf Trailer doubles or 
triples the payload capacity of a truck, a smaller, 


FRUEHAUE TRAILERS 


Cuyineered Wran orltation 


‘ 





less-expensive power unit can be used. You 
can purchase a complete Trailer-tractor truck 
unit of 5 ton capacity for about half the cost 
of a straight 5 ton truck. 


Think about these figures —think what they 
would mean applied to your business—or better 
still send us the facts about your hauling prob- 
lem and our engineers will figure out a solution 
for you. Of course, there is no obligation. 


Oldest and Largest Manufacturers of Trailers 
FRUEHAUF TRAILER COMPANY 


Branches and Distributors in all Principal Cities 
10950 Harper Ave. : Detroit, Michigan 
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CANDLER BLDG. 






Collier Service Car Cards as 
an advertising medium are 
working continuously to stim- 
ulate business activity. By 
working to increase trade 
they have helped to maintain 
electric railway traffic. They 
are a medium of traffic pro- 
motion. 


Added to this they have been 
a dependable source of in- 
come to the operating com- 
panies for decades. 


Barron G. Collier 


INCORPORATED 
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“Car advertising almost everywhere” | 
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NEW YORK CITY 
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includes 7 
The California Oregon Power Company 
Duquesne Light Company (Pitisburgh) 


Equitable Gas Company (Pittsburgh) 
Kentucky West Virginia Gas Company 
Louisville Gas and Electric Company 
Market St. Railway Company. (Son Francisco) 
Mountain States Power Company 
. Northern States Power Company 
Oklahoma Gas and Electric Company 
Philadelphia Company 
Pittsburgh Railways Company 
| San Diego Cons. Gas and Electric Company 
Southern Colorado Power Company 
Wisconsin Public Service Corporation 
Wisconsin Volley Electric Company 


cities and towns of twenty states... combined 
000,000 .. total customers 1,617,414... installed © 
apacity 1,539, 637 kilowatts... gross earnings 
$150, 000, 000 annually ... properties operate 
ction of Byllesby Engineering and Management 


, the Company's wholly-owned subsidiary. 





















